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Tax Preference Commissioners: 
 
As with last year, the focus of our May meeting will be setting the 10-year review schedule, with a 
specific emphasis on those preferences to be reviewed in 2014 by JLARC analysts. 
 
Recall that when setting the 10-year schedule last year, the Commission anticipated focusing efforts 
each year on specific industry sectors, with 2014 being a possible year for grouping aerospace 
preferences.  
 
Unlike previous years, the question of how many preferences JLARC staff can review in 2014 is not 
easy to answer at this time.  In recent years, we have averaged about twenty-two in-depth reviews each 
year.  Given the size, complexity, and importance of aerospace to Washington’s economy, I anticipate 
reviewing that group of preferences will require more resources than most reviews. If this sector is 
selected for review in 2014, we will not be able to review as many preferences as we have in the past. 
 
PROPOSED APPROACH FOR SETTING THE 2014 REVIEW SCHEDULE 
 
At the May meeting, I suggest that Commissioners select 20 preferences from the 58 “Uncategorized” 
preferences shared with you in February (a copy of the list is included with this e-mail, along with 
Department of Revenue descriptions). I also suggest you make a decision to confirm whether you want 
the JLARC staff to evaluate the group of aerospace preferences on the attached list. 
 
If the aerospace sector is chosen by the Commission for review, the JLARC staff will spend the next 
several months conducting research to identify the amount of work required to evaluate these 
preferences. By the September meeting, I will be able to share with you how many of the 20 
“Uncategorized” preferences we will have the resources to review along with the aerospace preferences.  
Although I cannot give you a specific number today, I suspect it will be much less than 20. 
 
At the meeting, JLARC and DOR staff will be available to address questions you may have on 
preferences under consideration for review.  As with previous years, we may need additional time to 
research answers: this is in part the reason behind delaying final decisions until September. 
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ATTACHMENTS 
 
Attached is one file which includes a number of information pieces.  It begins with the agenda, with 
additional items following the order of the agenda.  Because there are so many items, I’ve provided a 
brief description of each and its purpose. 
 

1. Meeting agenda. 
 

2. October 29, 2012 meeting minutes: for approval at the May meeting 
 

3. 2013 Expedited Preference Reviews: at the August meeting, we will present the 2013 
preferences reviewed in-depth by JLARC.  The Expedited Preference Reviews are the remaining 
preferences on the 2013 review schedule.  JLARC and DOR staff will be available at the May 
meeting to answer any questions you may have on the 2013 expedited reviews. 
 

4. 2013 Full Reviews, Questions Answered: this is a table indicating which questions we will 
answer with the 2013 full reviews.  This was of some interest to Commissioners last year. 
 

5. 2014 Preferences for Review, divided between aerospace and “Uncategorized”: this is the list 
of suggested reviews for 2014.  From this list I ask that you select 20 “Uncategorized” 
preferences for possible review in 2014.  We can finalize the list for full review in September 
once we’ve determined the resources required for possible review of the aerospace preferences. 
 

6. 2014 Preview Document: this is the document that contains information from DOR on all 
preferences currently on the 2014 list. 
 

7. 2014-2023 Draft 10-year Review Schedule: along with preferences for 2014, this provides the 
additional nine years for the required 10-year schedule.  

 
Finally, you’ll note that there are no items related to the “Staff Reports” agenda item.  The focus of this 
item will be a recap of the legislative session as it pertains to tax preferences.  We are developing that 
information now and will provide it at the May 17 meeting. 
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Citizen Commission for Performance Measurement of Tax Preferences 
Meeting Minutes 

October 9, 2012 
John A. Cherberg Bldg., 
Senate Hearing Rm. 3 

Olympia, WA 

 

Members Present: 
 William A. Longbrake  Stephen Miller 
 James Bobst   Ruta Fanning 
 Paul Guppy   Sen. Craig Pridemore 
  
Members Absent: 
 Brian Sonntag  
  
Staff: 
 Keenan Konopaski  John Woolley 
 Mary Welsh   Dana Lynn 
 Peter Heineccius  Suzanne Kelly  
 Curt Rogers   Matt Stoutenburg 

Stacia Hollar, AG Staff 
 
 

WELCOME AND INTRODUCTIONS 

Commission Chair Bill Longbrake welcomed those in attendance and called the meeting to order 
at 2:03 p.m.  Keenan Konopaski, Legislative Auditor, introduced a new Joint Legislative Audit 
and Review Committee (JLARC) staff member, Matt Stoutenburg. 

APPROVAL OF MEETING MINUTES 

 A motion was made to approve the September 14, 2012, meeting minutes. 

 The motion was seconded and carried. 

 (See TVW recording at 00:01:36) 

ADOPTION OF 2013 COMMISSION MEETING SCHEDULE  

The Commission discussed the four proposed Commission meetings scheduled for 2013. 

 A motion was made to adopt the 2013 Commission meeting schedule. 

 The motion was seconded and carried. 

 (See TVW recording at 00:01:58) 
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http://www.tvw.org/index.php?option=com_tvwplayer&eventID=2012100044#start=96
http://www.tvw.org/index.php?option=com_tvwplayer&eventID=2012100044#start=118
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DISCUSSION AND APPROVAL OF COMMISSION COMMENTS ON 2012 TAX 
PREFERENCE REVIEWS 

Chair Longbrake reviewed the process to approve Commission comments on the 2012 Tax 
Preference Reviews.  The Chair noted the written comments submitted by Commissioners and 
solicited any additional proposals or comments from the Commissioners.  The Commission 
discussed the 2012 Tax Preference Reviews, as well as three reviews completed in 2010.  (See 
TVW recording at 00:04:11) 
 

MOTION: The Commission acknowledges receipt of the 2012 JLARC Tax Preference Reviews 
of: Annuities (Insurance Premiums Tax); Business Inventories (Property 
Tax); Condominium and Homeowner Maintenance Fees (Business & 
Occupation [B&O] Tax); Health Insurance by State Pool (Insurance 
Premiums Tax); Insurance Guaranty Funds (Insurance Premiums Tax); 
Leases Under $250 per Year and Short Term Leases (Leasehold Excise 
Tax); Natural and Manufactured Gas (Sales and Use Tax); Special Fuel 
Use Exemptions (Fuel Tax); and Urban Passenger Transit Fuel (Sales and 
Use Tax).  The Commission has provided a forum for discussion and public 
comment on these recommendations.  The Commission endorses the JLARC 
recommendations for these preferences.  The Commission does not have 
additional comments to append to the 2012 JLARC reports related to these 
preferences. 

 The motion was seconded and carried. 

 (See TVW recording at 00:05:25) 

MOTION: The Commission acknowledges receipt of the 2012 JLARC Tax Preference Review 
of Ferry Boats (Sales and Use Tax).  The Commission has provided a forum for 
discussion and public comment on this review.  The Commission does not endorse 
the JLARC recommendation for this review and provides the following additional 
comments. 

 Commission Comment:  The Commission does not endorse the recommendation to 
continue the preference and encourages the Legislature to review and clarify the 
public policy intent of the preference. 

 Rationale: The JLARC staff study infers the public policy objective is to support 
state and local governments by reducing the cost of building and repairing ferry 
vessels owned and operated by state or local government entities.  The principal 
beneficiary of this preference is Washington State Ferries.  If the preference were 
terminated, state and local government entities that operate ferries in Washington 
would have to pay sales and use tax, which presumably would be a burden on 
state and local entities’ finances.  However, because state and local entities that 
operate ferries charge fees to users of ferries, it would be possible for those 
entities to raise user fees to recover the amount of sales and use tax. Thus, in 
effect, this preference is a subsidy that reduces the fees paid by users of ferries.  
The Commission recommends that the Legislature review and clarify the public 
policy objective of this preference and determine whether the intent of the 
preference is to subsidize public use of ferries.  If that is not the public policy 
intent, the Legislature should consider terminating this preference. 

 The motion was seconded and carried. 

 (See TVW recording at 00:07:55) 

http://www.tvw.org/index.php?option=com_tvwplayer&eventID=2012100044#start=251
http://www.tvw.org/index.php?option=com_tvwplayer&eventID=2012100044#start=325
http://www.tvw.org/index.php?option=com_tvwplayer&eventID=2012100044#start=475
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MOTION: The Commission acknowledges receipt of the 2012 JLARC Tax Preference Reviews 
of: Fish Tax Differential Rates (Enhanced Food Fish Tax); Precious Metals 
and Bullion (B&O Tax); Precious Metals and Bullion (Sales and Use Tax); 
and Solar Energy and Silicon Product Manufacturers (B&O Tax).  The 
Commission has provided a forum for discussion and public comment on these 
reviews.  The Commission endorses the JLARC recommendations for these 
reviews, and does not have additional comments. 

 The motion was seconded and carried. 

 (See TVW recording at 00:14:08) 

MOTION: The Commission acknowledges receipt of the 2012 JLARC Tax Preference Review 
of Biotechnology Manufacturing (Sales and Use Tax).  The Commission has 
provided a forum for discussion and public comment on this review.  The 
Commission does not endorse the JLARC recommendation for this review and 
provides the following additional comments. 

 Commission Comment: The Commission does not endorse the recommendation 
that the Legislature should review and clarify this tax preference and recommends 
that the Legislature take no action and allow this preference to expire in 2017, as 
scheduled.   

 Rationale: The JLARC audit staff was unable to determine the impact, if any, this 
preference has had on encouraging investment and creating jobs.  Additionally, 
there is no evidence that this industry needs this preference for unique competitive 
conditions.  No testimony was provided by beneficiaries in support of continuing 
this tax preference. 

 The motion was seconded and carried. 

 (See TVW recording at 00:15:38) 

MOTION: The Commission acknowledges receipt of the 2012 JLARC Tax Preference Review 
of Commuting Programs (Multiple Taxes).  The Commission has provided a 
forum for discussion and public comment on this review.  The Commission does 
not endorse the JLARC recommendation for this review and provides the following 
additional comments. 

 Commission Comment: The Commission does not endorse the recommendation 
that the Legislature should review and clarify the public policy objective of the 
preference and determine whether it is necessary any longer to encourage trip 
reduction activities.  The Commission recommends that the Legislature allow the 
preference to expire as scheduled on June 30, 2013. 

 Rationale: The Legislature did not specify a public policy purpose for this 
preference.  JLARC staff inferred from the record that the implied public policy 
purpose is to encourage businesses to provide financial incentives to their 
employees who participate in commute trip reduction programs.  This preference 
may no longer be essential to achieve the implied public policy objective because 
many businesses offer trip reduction financial incentives to employees as a 
standard component of their employee benefit programs.  In 1994, the 
Department of Revenue stated that many firms already had commute trip 
reduction programs in place and tax credits were not expected to generate 
significantly higher participation in such programs.  The Commission believes that 

http://www.tvw.org/index.php?option=com_tvwplayer&eventID=2012100044#start=848
http://www.tvw.org/index.php?option=com_tvwplayer&eventID=2012100044#start=938
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expiration of this preference would be unlikely to result in a material reduction in 
businesses’ provision of trip reduction financial incentives to employees. 

 The motion was seconded and carried. 

 (See TVW recording at 00:20:34) 

MOTION: The Commission acknowledges receipt of the 2012 JLARC Tax Preference Reviews 
of High Technology R&D (Sales and Use Tax) and High Technology R&D 
(B&O Tax).  The Commission has provided a forum for discussion and public 
comment on these reviews.  The Commission does not endorse the JLARC 
recommendation for this review and provides the following additional comments. 

 Commission Comment: The Commission does not endorse the recommendation 
that the Legislature review and clarify this tax preference and recommends that 
the Legislature allow the B&O tax credit and sales and use tax deferral/waiver to 
expire in 2015, as scheduled. 

 Rationale: The JLARC audit staff study provided substantive evidence that these 
tax preferences created approximately 454 new jobs between 2004 and 2009 at an 
overall cost in terms of foregone tax revenue of approximately $20.5 million per 
year or $45,000 per job.  However, new earnings per job were estimated to 
amount to $25,000.  Even allowing for measurement errors, it is clear that the cost 
of these preferences greatly exceeds the estimated benefits.  Industry 
representatives provided general information in support of these tax preferences.  
However, they did not provide tangible evidence to refute the findings of the 
JLARC staff study nor did they provide alternative evidence of a direct link between 
these tax preferences and significant job creation.  

 Industry representatives testified that competition from other states to attract high 
technology R&D companies is intense, but provided no evidence that investment in 
high technology R&D would decline meaningfully if this tax preference were 
terminated.  

 An industry representative testified that these preferences are important for 
industry profitability.  However, since most participants in this industry are neither 
fledgling nor facing unique short-term competitive pressures, financially supporting 
the industry through these tax preferences appears to be of little or no value.  

 The Legislature’s objective to create “quality” employment opportunities in the 
state might be achieved more cost effectively in other ways such as partnering 
with the high technology R&D industry to provide educational and training 
programs that develop human resources skills needed by the industry. 

 The motion was seconded and carried. 

 (See TVW recording at 00:29:20) 

MOTION: The Commission acknowledges receipt of the 2012 JLARC Tax Preference Review 
of Insurance Producers, Title Insurance Agents, and Surplus Line Brokers 
(B&O Tax).  The Commission has provided a forum for discussion and public 
comment on this review.  The Commission endorses the JLARC recommendation 
for this review and provides the following additional comments. 

 Commission Comment: The Commission endorses the recommendation that the 
Legislature should review and clarify the public policy purpose of the preference 
and unless there is a compelling reason for a differential rate, the Legislature 

http://www.tvw.org/index.php?option=com_tvwplayer&eventID=2012100044#start=1234
http://www.tvw.org/index.php?option=com_tvwplayer&eventID=2012100044#start=1760
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should increase the tax rate to provide equivalent tax treatment with businesses 
with similar agent/sub-agent relationships. 

 Rationale: The JLARC staff study documents numerous changes in this tax 
preference between its initiation in 1935 and the most recent change in 2009.  
Beginning in 1995 the Legislature has reduced the tax rate on insurance 
commissions from 1.172% of insurance commissions to 0.484%.  The Legislature 
provided no economic or competitive rationale for the reductions in the tax rate.  
Over the same time period, the Legislature has reduced the tax rate on real estate 
commissions from 2.13% to 1.80%.  It should be noted that pyramiding of B&O 
taxes applies to insurance agents but not to real estate agents, pursuant to a 1992 
state Supreme Court case that ruled that insurance agents are not entitled to the 
same exemption that removed tax pyramiding for real estate agents.  Adjusting 
the current insurance commissions tax rate for pyramiding results in a combined 
B&O tax rate of 0.726% compared to 1.80% for real estate services.  In public 
testimony, representatives of insurance agents pointed out that commission rates 
are established by insurance companies.  Thus, there are limitations on how 
agents can recover costs directly from policyholders if there is an increase in the 
insurance commissions B&O tax rate.  However, no evidence was provided for why 
a lower tax rate relative to similar agent/sub-agent relationships in other industries 
is appropriate. 

 The motion was seconded and carried. 

 (See TVW recording at 00:36:33) 

MOTION: The Commission acknowledges receipt of the 2012 JLARC Tax Preference Reviews 
of Stevedoring (B&O Tax) and International Charter and Freight Brokers 
(B&O Tax).  The Commission has provided a forum for discussion and public 
comment on these reviews.  The Commission does not endorse the JLARC 
recommendations for these reviews and provides the following additional 
comments. 

 Commission Comment: The Commission does not endorse the JLARC staff 
recommendation to review and clarify these two preferences and recommends that 
the Legislature should terminate both of these preferential tax rates. 

 Rationale:  The apparent original intent of providing a preferential tax rate in 1979 
was to maintain an equivalent tax burden after a U.S. Supreme Court decision 
eliminated the tax exemption of certain stevedoring activities.  While the industry 
has argued that the preferential rate is justified for competitive reasons, the 
industry has never provided substantiation for this claim.  In testimony provided to 
the Commission by a representative of these industries, no substantive evidence 
was provided that elimination of this preference would harm the competitiveness 
of Washington’s ports materially.  In response to a question during public 
testimony, an industry representative acknowledged no competing west coast 
ports in the U.S. receive a similar tax break.  The JLARC staff study indicated that 
it is unclear that the preferential B&O tax rate has had any role in making 
Washington’s ports more competitive.  Therefore, the Commission recommends 
that the Legislature stop supporting these industries financially by terminating the 
preferential tax rates. 

 The motion was seconded and carried. 

 (See TVW recording at 00:39:50) 

http://www.tvw.org/index.php?option=com_tvwplayer&eventID=2012100044#start=2193
http://www.tvw.org/index.php?option=com_tvwplayer&eventID=2012100044#start=2390
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MOTION: The Commission acknowledges receipt of the 2012 JLARC Tax Preference Review 
of Travel Agents and Tour Operators (B&O Tax).  The Commission has 
provided a forum for discussion and public comment on this review.  The 
Commission does not endorse the JLARC recommendation for this review and 
provides the following additional comments. 

 Commission Comment: The Commission does not endorse the JLARC audit staff 
recommendation to review and clarify the preference and recommends that the 
Legislature terminate the preferential tax rate for travel agents and tour operators. 

 Rationale: JLARC audit staff documented that circumstances in the travel industry 
have changed since this preference was established.  Based on the JLARC staff 
analysis, it appears there are no longer competitive reasons to continue the 
preference and thus retention of the preference simply increases commissions for 
travel agents.  Moreover, administrative considerations, which prompted the 
Department of Revenue to request the Legislature extend the preference to tour 
operators, no longer exist.  Because there is no apparent compelling reason any 
longer for preferential tax treatment, the Legislature should terminate this 
preference. 

 The motion was seconded and carried. 

 (See TVW recording at 00:44:11) 

MOTION: The Commission acknowledges receipt of the 2012 JLARC Tax Preference Review 
of Minor Final Assembly Completed in Washington (B&O Tax).  The 
Commission has provided a forum for discussion and public comment on this 
review.  The Commission endorses the JLARC recommendation for this review, and 
does not have additional comments. 

 The motion was seconded and carried. 

 (See TVW recording at 00:47:11) 

MOTION: NOTE: During consideration of this item, Commissioner Bobst declared a conflict of 
on this issue because his employer operates an interstate trucking company. 

 A motion was made to append an additional comment to the Commission’s 
previous comments on the 2010 JLARC Tax Preference Reviews of:  
Interstate Transportation - Through Freight (Public Utility Tax); 
Interstate Transportation - In-State Portion (Public Utility Tax); and 
Interstate Transportation - Shipments to Ports (Public Utility Tax). 

 2012 Additional Commission Comment:  The Commission notes that the 
Legislature took no action on the Commission’s recommendation, and notes that 
the fiscal impact of these preferences exceeds $100 million per biennium.  The 
Commission therefore recommends that the Legislature mandate JLARC to conduct 
an economic impact study of the preferences and appropriate sufficient resources 
to conduct this study.  After the 2013 session, if the Legislature has taken no 
action the Commission will consider whether to schedule these preferences for 
further review. 

 The motion was seconded and carried. 

 (See TVW recording at 00:49:03) 

http://www.tvw.org/index.php?option=com_tvwplayer&eventID=2012100044#start=2651
http://www.tvw.org/index.php?option=com_tvwplayer&eventID=2012100044#start=2831
http://www.tvw.org/index.php?option=com_tvwplayer&eventID=2012100044#start=2943
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The Commission also discussed making comments of a more general nature, not related to 
specific tax preferences. 

MOTION: The Commission will incorporate the Legislative Auditor’s responses to the 
Commission Chair’s questions regarding the Pew Center’s report into JLARC’s 2012 
report to the Legislature. 

 The motion was seconded and carried. 

 (See TVW recording at 01:36:52) 
The Commission discussed and deferred further consideration of proposed suggestions to 
improve the effectiveness of using tax preferences.  (See TVW recording at 01:38:56) 

MOTION: The Commission endorses the JLARC staff recommendations to the Department of 
Revenue and the Office of Financial Management contained in the 2012 Tax 
Preferences report. 

 The motion was seconded and carried. 

 (See TVW recording at 02:02:48) 

PUBLIC COMMENT 

No members of the public signed up to testify.  (See TVW recording at 02:05:20) 

PRESENTING COMMISSION COMMENTS TO THE LEGISLATURE 

John Woolley, JLARC staff, informed Commissioners that their comments would be incorporated 
into the final version of the 2012 Tax Preference Reviews, which will then be presented at the 
January 2013 JLARC meeting, as well as at a joint House and Senate fiscal committee meeting 
during session. 
 
In addition to distributing the report and comments to the Legislature, the Commission 
discussed the possibility of meeting with individual legislators to communicate the Commission’s 
comments. At the request of Chair Longbrake, Commissioner Fanning agreed to work with staff 
to request meetings with legislators.  (See TVW recording at 02:05:31) 
 
Chair Longbrake adjourned the meeting at 4:12 p.m. 

http://www.tvw.org/index.php?option=com_tvwplayer&eventID=2012100044#start=5812
http://www.tvw.org/index.php?option=com_tvwplayer&eventID=2012100044#start=5936
http://www.tvw.org/index.php?option=com_tvwplayer&eventID=2012100044#start=7368
http://www.tvw.org/index.php?option=com_tvwplayer&eventID=2012100044#start=7520
http://www.tvw.org/index.php?option=com_tvwplayer&eventID=2012100044#start=7531
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2013 Regular Session: Summary of Select Bills 
Related to Tax Preferences  Prepared by JLARC staff   May 2013 

Related to Overall Tax Preference Policy 
 
ESB 5843: An act related to strengthening the review of the Legislature’s goals for tax preferences. 
As passed Senate: 

• Bills enacting/extending/expanding preferences must establish policy goals and related metrics/data for the 
tax preference review process. 

• Preferences must include expiration dates.  
• Expiration dates not required on bills clarifying ambiguity/making technical correction. 

As passed House: 
• By default, all tax preferences expire 10 years after effective date (unless the legislation specifies a different 

date or clarifies an ambiguity/makes technical correction). 
• Bills enacting a new preference must: 

o Identify one of six categories of legislative purpose: 
1. Induce certain designated behavior. 
2. Improve industry competitiveness. 
3. Create or retain jobs. 
4. Reduce structural inefficiency in tax structure. 
5. Tax relief for certain businesses. 
6. General purpose not identified above. 

o Include additional details on legislative purpose. 
o Include specific clear, relevant, and ascertainable metrics/data for JLARC to measure effectiveness. 

• Taxpayers must report the amount of the preference claimed (claim not considered confidential). 
• JLARC staff to provide recommendations on appropriate data and metrics for the six categories of 

legislative purpose. 

Modifying Existing Preferences 
 
2SHB 1663: An act relating to extending the sales and use tax exemption for hog fuel used to produce 
electricity, steam, heat, or biofuel 
As passed House: 

• Extends exemption to 2024. 
• Expresses intent is to promote retention of relatively high wage jobs in the counties where facilities that 

purchase and use hog fuel are located, with the Legislature hoping to retain 75% of the jobs at each facility. 
• JLARC to review and report by October 2019. 
• Taxpayers must complete annual survey for each facility owned and operated in state.  The annual survey 

information must include information needed for JLARC to complete its review. 
• If a taxpayer closes a facility and such closure results in a loss of jobs, DOR must recover amount claimed in 

the previous two years. 

2. 

http://apps.leg.wa.gov/billinfo/summary.aspx?bill=5843&year=2013
http://apps.leg.wa.gov/billinfo/summary.aspx?bill=1663&year=2013
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ESHB 2038: An act relating to investing in the education legacy trust account. 
As passed House: 

• Eliminates preferential rate for travel agents. 
• Eliminates preferential rate for resellers of prescription drugs. 
• Repeals sales/use tax exemption for bottled water. 
• Changes nonresident sales/use tax exemption into remittance program. 
• Narrows B&O high tech R&D credit to businesses with annual gross income of $10 million or less. 
• Repeals sales/use deferral for tax high tech R&D. 
• Repeals PUT deduction on in-state portion of interstate transportation and provides apportionment rules. 
• Narrows B&O and sales/use exemptions for import commerce to aerospace products. 
• Repeals use tax exemption for extracted fuel. 
• In addition to tax preference changes, permanently extends 0.3 percent B&O surtax on service businesses. 

 
ESSB 5024: Transportation Budget 
As passed Legislature: 

• Extends Commute Trip Reduction Credit to July 1, 2014, and reduces total credit from $2.75M to $1.5M. 

Bills Establishing New Preferences 
 
E2SHB 1437: An act relating to small farms under the current use property tax 
As passed House: 

• Establishes pilot program in Thurston County under the current use program for home sites on qualifying 
farms less than 20 acres. 

• JLARC to report on impact on property tax collections. 
 
SHB 1158: An act relating to the taxation of honey beekeepers. 
As passed House: 

• Establishes a sales/use tax exemption for purchases of honeybee food, with an expiration date of July 2016. 
• Expresses legislative intent that the preference will not be extended when data indicates that honey bee 

colony survivorship has improved. 
• JLARC is to include in its review whether Washington state taxes are a disproportionately large percentage 

of commercial beekeepers operational or capital costs. 
• Establishes a work group to address challenges facing honey bee industry. Work group’s report is to include 

proposed changes to industry’s tax structure. 
 
E2SHB 1301: An act relating to creating clean energy jobs in Washington state through renewable energy 
incentives 
As passed House: 

• Provides a public utility tax credits to light and power businesses for renewable energy. 
• Includes performance milestones for both credits. 
• The preferences expire in June 2023. 

http://apps.leg.wa.gov/billinfo/summary.aspx?bill=2038&year=2013
http://apps.leg.wa.gov/billinfo/summary.aspx?bill=5024&year=2013
http://apps.leg.wa.gov/billinfo/summary.aspx?bill=1437&year=2013
http://apps.leg.wa.gov/billinfo/summary.aspx?bill=1158&year=2013
http://apps.leg.wa.gov/billinfo/summary.aspx?bill=1301&year=2013


JLARC COMMITTEE ADDENDA TO  
2012 TAX PREFERENCE REVIEWS 
At the February 20, 2013 JLARC meeting the Committee approved this report for distribution and 
adopted two addenda to the report. 

NOTE: Addendum #2 reflects the views of the individual sponsors listed below. It does not reflect the 
views of all members of the Committee. 

Committee Addendum #1 
The Committee notes that its action to distribute the 2012 Tax Preference Performance Reviews: 
Proposed Final Report does not imply the Committee agrees or disagrees with auditor 
recommendations or the recommendations of the Citizen Commission for Performance 
Measurement of Tax Preferences. 

Statute directs the auditors and the Citizen Commission to make recommendations on tax 
preferences.  Action to pursue or not pursue the auditor and Citizen Commission recommendations 
takes place in the policy-making forum outside of JLARC.  The role of performance audit reviews 
and recommendations is to help inform the Legislature’s decisions.   

Committee Addendum #2 
Sponsors: 
Rep. Cathy Dahlquist Sen. Janéa Holmquist Newbry 
Rep. Gary Alexander Rep. Ed Orcutt 
Rep. Kathy Haigh Rep. Hans Zeiger 
Sen. Mike Hewitt 

While we respect the work performed by the Auditor and the Tax Preference Commission, we reach 
different conclusions and would make different recommendations as to certain policies.  
Specifically: 

1. With respect to the B&O Tax Rate for Stevedoring and International Charter and Freight 
Brokers we recommend that the rate CONTINUE WITHOUT MODIFICATION.  These 
preferences lower costs and are one tool for increasing the competitiveness of our ports, 
which are major sources of jobs and economic growth. 

2. With respect to the B&O Tax Rate for Insurance Producers, Title Insurance Agents, and 
Surplus Line Brokers we recommend that the rate CONTINUE WITHOUT 
MODIFICATION.  This preference a) offsets the impact of pyramiding taxation on 
insurance producer commissions paid by locally owned and operated insurance businesses 
and b) minimizes the competitive disadvantages faced by Washington insurance producers 
who compete with out-of-state, non-commissioned direct selling insurance companies. 
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2013 Expedited 
Tax Preferences 

REPORT SUMMARY 
What Is a Tax Preference? 
Tax preferences are exemptions, exclusions, or deductions from the base 
of a state tax; a credit against a state tax; a deferral of a state tax; or a 
preferential state tax rate.  Washington has over 630 tax preferences. 

Why a JLARC Review of Tax Preferences? 
Legislature Creates a Process to Review Tax Preferences 
In 2006, the Legislature enacted Engrossed House Bill 1069 (RCW 
43.136) to establish an orderly process for the review of tax preferences.  
The Legislature expressly stated that periodic reviews of tax preferences 
are needed to determine if their continued existence or modification 
serves the public interest. 

Specific roles in the process are assigned to two different entities.  The 
responsibility of scheduling tax preferences, holding public hearings, and 
commenting on the reviews is assigned to the Citizen Commission for 
Performance Measurement of Tax Preferences.  The responsibility for 
conducting the reviews under performance audit standards is assigned to 
the staff of the Joint Legislative Audit and Review Committee (JLARC). 

Citizen Commission Sets the Schedule 
Statue directs the Citizen Commission to develop a schedule to 
accomplish a review of tax preferences at least once every ten years.  The 
Commission is directed to omit certain tax preferences from the 
schedule, such as those required by constitutional law. 

As it establishes the review schedule, the Commission may group 
preferences for review by type of industry, economic sector, or policy 
area.  The Commission also schedules tax preferences that have a 
statutory expiration date before the preference expires. 

Statute permits the Commission to recommend an expedited review 
process for any tax preference.  Such reviews are based primarily on 
information provided by the Department of Revenue.  In some instances, 
JLARC staff may have previously reviewed the preference.  For these 
previously reviewed preferences, the information contained in this report 
comes from the JLARC staff reviews and is noted as such. 
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2013 Expedited Reviews 
In September 2012, the Commission adopted its sixth ten-year schedule for the tax preference 
reviews.  The schedule for 2013 includes a total of 71 tax preferences under the business and 
occupation tax, sales tax, use tax, property tax, leasehold excise tax, insurance premium tax, real 
estate excise tax, watercraft excise tax, oil spill tax, and the enhanced food fish tax.  Of these tax 
preferences, the Commission scheduled 48 tax preferences for the expedited review process.  This 
report addresses those 48 tax preferences. JLARC’s full reviews of the remaining tax preferences as 
scheduled by the Commission are included in a separate report, scheduled for release in July 2013.  

Next Steps 
Each year, the Commission holds meetings to consider all tax preference reviews.  For 2013, 
meetings are scheduled in May, August, September, and October.  After analyzing preference 
reviews and taking public testimony, the Commission may elect to add specific comments to any of 
the 71 preferences under review.  Those comments will be formally adopted and incorporated into 
the reviews in October. 
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ALTERNATIVE FUEL VEHICLES (SALES AND USE TAX) 
Current statutes: RCW 82.08.809; 82.12.809 

Department of Revenue 2012 Tax Exemption Report (p. 211): 
Description: Retail sales & use tax does not apply to sales of new passenger cars and light duty 
trucks which are powered exclusively by a clean-burning, alternative fuel such as natural gas, 
propane, hydrogen or electricity. In 2010 the exemption was expanded to include qualifying 
used passenger cars, light duty trucks and medium duty passenger vehicles which were 
modified after the initial purchase to be exclusively powered by a clean alternative fuel. This 
exemption is scheduled to expire on July 1, 2015. 

Purpose: To encourage the sale of alternative fuel vehicles. 

Category/Year Enacted: Other. 2005, modified in 2010 

Primary Beneficiaries: Firms that sell, and customer that purchase, alternative fuel vehicles.  

Possible Program Inconsistency: None evident. 

Taxpayer Savings ($000):  

 FY 2012 FY 2013 FY 2014 FY 2015 

State tax  $ 238 $ 243 $ 249 $ 255 

Local taxes  $ 83 $ 85 $ 87 $ 89 

If the exemption were repealed, would the taxpayer savings be realized as increased 
revenues? 

Yes. 

  

http://apps.leg.wa.gov/RCW/default.aspx?cite=82.08.809
http://apps.leg.wa.gov/RCW/default.aspx?cite=82.12.809


 

4 2013 Expedited Tax Preferences 

BASEBALL STADIUMS (LEASEHOLD EXCISE TAX) 
Current statute: RCW 82.29A.130(14) 

Department of Revenue 2012 Tax Exemption Report (p. 24): 
Description: Leasehold tax exemption is allowed for all interests in the public or 
entertainment areas of a professional baseball stadium located in Seattle. The facility must 
have natural turf, a retractable roof, seating capacity of at least 40,000, be located in King 
County, and have been completed after January 1, 1995, to be eligible for the exemption. The 
exemption does not extend to nonpublic areas of the stadium such as locker rooms and 
private offices used exclusively by the lessee. 

Purpose: To encourage construction and operation of Safeco Field. 

Category/Year Enacted: Business incentive. 1995 

Primary Beneficiaries: The Seattle Mariners.  

Possible Program Inconsistency: Other leases of publicly owned sports facilities are subject 
to leasehold tax if the lessee has exclusive use of the facility. However, many leases of sports 
facilities are considered as a license to use the facility rather than an exclusive lease, and 
therefore leasehold tax does not apply. 

Taxpayer Savings ($000):  

 FY 2012 FY 2013 FY 2014 FY 2015 

State tax  $ 55 $ 56 $ 57 $ 58 

Local taxes  $ 48 $ 49 $ 50 $ 51 

If the exemption were repealed, would the taxpayer savings be realized as increased 
revenues? 

Yes 

http://apps.leg.wa.gov/RCW/default.aspx?cite=82.29A.130
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BASEBALL STADIUMS (SALES AND USE TAX) 
Current statute: RCW 36.100.090 

Department of Revenue 2008 Tax Exemption Report (p. 265): 
Description: State/local retail sales/use tax was deferred on construction of a public baseball 
stadium. The stadium must be owned and operated by a public facilities district, and the 
facility must have a retractable roof and natural turf. Deferred sales tax on construction is 
repayable over a ten year period, starting on the fifth year after completion. Safeco Field was 
completed in January, 2000 and the repayments of deferred sales/use tax began in FY 2006. 

Purpose: To encourage construction of a stadium for professional baseball in King County. 

Category/Year Enacted: Business incentive. 1995 

Primary Beneficiaries: The public facilities district that operates Safeco Field and the 
professional baseball team that plays its home games in the stadium.  

Possible Program Inconsistency: None evident. 

Taxpayer Savings ($000):  

 FY 2008 FY 2009 FY 2010 FY 2011 

State tax  $ (2,473) $ (2,473) $ (2,473) $ (2,473) 

Local taxes  $ (799) $ (799) $ (799) $ (799) 

If the exemption were repealed, would the taxpayer savings be realized as increased 
revenues? 

No; the deferred taxes are already being repaid 

http://apps.leg.wa.gov/RCW/default.aspx?cite=36.100.090


 

6 2013 Expedited Tax Preferences 

BIODIESEL AND ALCOHOL FUEL PRODUCTION 

FACILITIES (LEASEHOLD EXCISE TAX) 
Current statute: RCW 82.29A.135(1)(a)-(d),(2) 

JLARC 2008 Tax Preference Reviews (p. 139): 
Description: Provides a leasehold excise tax exemption for property used primarily in 
manufacturing alcohol fuel, biodiesel fuel, and biodiesel feedstock.   The preference was 
originally scheduled to expire December 31, 2009, but the Legislature extended the expiration 
date to December 31, 2015. 

Purpose: The Legislature did not state a public policy objective for this preference.   JLARC 
infers that the policy objective may have been to 1) promote production of renewable fuels in 
Washington; 2) reduce air pollution and greenhouse gas emissions; and 3) develop new, 
alternative markets for Washington oilseeds. 

Year Enacted: 1980 

2008 Legislative Auditor Recommendation: Continue and modify expiration date because 
the preference is beginning to meet the inferred public policy objectives of encouraging new 
production of biofuels in Washington and developing new markets for oilseeds. 

2008 Citizen Commission Comment: Endorses without comment. 

Estimated Beneficiary Savings: $559,000 in the 2009-11 Biennium 

http://apps.leg.wa.gov/RCW/default.aspx?cite=82.29A.135
http://www.leg.wa.gov/JLARC/AuditAndStudyReports/2008/Documents/09-4.pdf#page=143


 

2013 Expedited Tax Preferences  7 

BIODIESEL AND ALCOHOL FUEL PRODUCTION 

FACILITIES (PROPERTY TAX) 
Current statute: RCW 84.36.635 

JLARC 2008 Tax Preference Reviews (p. 139): 
Description: Provides a property tax exemption for building, machinery, equipment, and 
other personal property used in manufacturing alcohol fuel, biodiesel fuel, and biodiesel 
feedstock.   The preference was originally scheduled to expire December 31, 2009, but the 
Legislature extended the expiration date to December 31, 2015. 

Purpose: The Legislature did not state a public policy objective for this preference.   JLARC 
infers that the policy objective may have been to 1) promote production of renewable fuels in 
Washington; 2) reduce air pollution and greenhouse gas emissions; and 3) develop new, 
alternative markets for Washington oilseeds. 

Year Enacted: 2003 

2008 Legislative Auditor Recommendation: Continue and modify expiration date because 
the preference is beginning to meet the inferred public policy objectives of encouraging new 
production of biofuels in Washington and developing new markets for oilseeds. 

2008 Citizen Commission Comment: Endorses without comment. 

Estimated Beneficiary Savings: $264,000 in the 2009-11 Biennium 

http://apps.leg.wa.gov/RCW/default.aspx?cite=84.36.635
http://www.leg.wa.gov/JLARC/AuditAndStudyReports/2008/Documents/09-4.pdf#page=143
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BIODIESEL AND E85 FUEL DISTRIBUTION (SALES AND 

USE TAX) 
Current statutes: RCW 82.08.955; 82.12.955 

Department of Revenue 2012 Tax Exemption Report (p. 213): 
Description: Exemption from retail sales/use tax is allowed for machinery and equipment 
which is used directly to facilitate the retail sale of biodiesel blend or E85 motor fuel. Biodiesel 
is derived from vegetable oils or animal fats. E85 is a blend of ethanol and hydrocarbon in 
which the ethanol portion is comprised of from 75 to 85 percent denatured fuel ethanol. The 
exemption also includes fuel delivery vehicles, as well as labor or services for repairing such 
vehicles and repair and replacement parts. This exemption is scheduled to expire on July 1, 
2015. 

Purpose: To encourage fuel dealers to sell biodiesel and alcohol fuels. 

Category/Year Enacted: Business incentive. 2003 

Primary Beneficiaries: Dealers and distributors of alternative fuels.  

Possible Program Inconsistency: None evident. 

Taxpayer Savings ($000):  

 FY 2012 FY 2013 FY 2014 FY 2015 

State tax  $ 10 $ 10 $ 10 $ 10 

Local taxes  $ 4 $ 4 $ 4 $ 4 

If the exemption were repealed, would the taxpayer savings be realized as increased 
revenues? 

Yes 

http://apps.leg.wa.gov/RCW/default.aspx?cite=82.08.955
http://apps.leg.wa.gov/RCW/default.aspx?cite=82.12.955
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BIODIESEL AND E85 FUEL SALES (B&O TAX) 
Current statute: RCW 82.04.4334 

Department of Revenue 2012 Tax Exemption Report (p. 93): 
Description: Deduction from B&O tax is provided for income from the sale or distribution of 
biodiesel or E85 motor fuel. Biodiesel fuel is derived from vegetable oils or animal fats. E85 
fuel is a blend of ethanol and hydrocarbon in which the ethanol portion is comprised of from 
75 to 85 percent denatured fuel ethanol. This deduction is scheduled to expire on July 1, 2015. 

Purpose: To encourage the production and sale of alternative fuels. 

Category/Year Enacted: Business inventive. 2003, amended in 2006. 

Primary Beneficiaries: Dealers of alternative fuels.  

Possible Program Inconsistency: None evident. 

Taxpayer Savings ($000):  

 FY 2012 FY 2013 FY 2014 FY 2015 

State tax  $ 88 $ 91 $ 94 $ 97 

Local taxes - not 
considered.     

If the exemption were repealed, would the taxpayer savings be realized as increased 
revenues? 

Yes 

http://apps.leg.wa.gov/RCW/default.aspx?cite=82.04.4334
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BOATS UNDER 16 FEET (WATERCRAFT EXCISE TAX) 
Current statute: RCW 82.49.020(3) 

Department of Revenue 2012 Tax Exemption Report (p. 32): 
Description: Certain vessels are exempt from the 0.5 percent state watercraft excise tax: 
military or other boats owned by the federal government; state/local government vessels; boats 
with less than 10 horsepower motors; boats < 16 feet in length with no motor; all human-
powered boats; vessels in the state temporarily for repair; and documented vessels that are 
primarily engaged in interstate commerce. 

Purpose: The exemption of commercial vessels is intended to avoid creating an impermissible 
burden on interstate commerce and to recognize the prohibition against directly taxing the 
federal government. The exemption of small and human-powered boats is intended to 
minimize administrative costs. 

Category/Year Enacted: Individuals. 1983 

Primary Beneficiaries: Owners of small boats.  

Possible Program Inconsistency: None evident. 

Taxpayer Savings ($000)*:  

 FY 2012 FY 2013 FY 2014 FY 2015 

State tax  $ 2,570 $ 2,663 $ 2,764 $ 2,869 

Local taxes  $ 0 $ 0 $ 0 $ 0 

*Estimates reflect only boats under 16 feet in length and human-powered boats. 

If the exemption were repealed, would the taxpayer savings be realized as increased 
revenues? 

Yes; however administration costs could be high to locate and register small, privately-
owned watercraft 

http://apps.leg.wa.gov/RCW/default.aspx?cite=82.49.020
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BONNEVILLE POWER ADMIN PROGRAM (B&O TAX) 
Current statute: RCW 82.04.310(4) 

Department of Revenue 2012 Tax Exemption Report (p. 47): 
Description: B&O tax exemption is provided for amounts received in the form of credits 
against power contracts with the Bonneville Power Administration (BPA) or funds provided 
by the BPA for the purpose of implementing energy conservation programs. The credit 
expires for funds received after June 30, 2015. 

Purpose: To encourage energy conservation. 

Category/Year Enacted: Business incentive. 2010 

Primary Beneficiaries: Washington electric utility companies.  

Possible Program Inconsistency: None evident. 

Taxpayer Savings ($000):  

 FY 2012 FY 2013 FY 2014 FY 2015 

State tax  $ 340 $ 357 $ 313 $ 328 

Local taxes - not 
considered.     

If the exemption were repealed, would the taxpayer savings be realized as increased 
revenues? 

Yes 

http://apps.leg.wa.gov/RCW/default.aspx?cite=82.04.310
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COMPETITIVE TELEPHONE SERVICE (SALES AND USE 

TAX) 
Current statute: RCW 82.04.050(1)(a) 

Department of Revenue 2012 Tax Exemption Report (p. 170): 
Description: Retail sales/use tax does not apply to purchases of tangible personal property 
made for the purpose of providing the property to consumers as part of a competitive 
telephone service. 

Purpose: To avoid the possibility of double taxation of the same product. 

Category/Year Enacted: Business incentive. 1981 

Primary Beneficiaries: Providers of telecommunication services.  

Possible Program Inconsistency: None evident. 

Taxpayer Savings ($000):  

 FY 2012 FY 2013 FY 2014 FY 2015 

State tax  $ 22,889 $ 23,347 $ 23,814 $ 24,290 

Local taxes  $ 8,323 $ 8,490 $ 8,659 $ 8,833 

If the exemption were repealed, would the taxpayer savings be realized as increased 
revenues? 

Yes 

http://apps.leg.wa.gov/RCW/default.aspx?cite=82.04.050
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COMPREHENSIVE CANCER CENTERS (B&O TAX) 
Current statute: RCW 82.04.4265 

Department of Revenue 2012 Tax Exemption Report (p. 75): 
Description: Receipts by comprehensive cancer centers are exempt from B&O tax to the 
extent the amounts are exempt from federal income tax. 

Purpose: To encourage cancer research. 

Category/Year Enacted: Nonprofit - health or social welfare. 2005 

Primary Beneficiaries: One entity.  

Possible Program Inconsistency: None evident. 

Taxpayer Savings ($000): It is believed that only one entity benefits from this exemption and 
therefore the impact cannot be disclosed. 

If the exemption were repealed, would the taxpayer savings be realized as increased 
revenues? 

Yes 

http://apps.leg.wa.gov/RCW/default.aspx?cite=82.04.4265
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COMPREHENSIVE CANCER CENTERS (SALES AND USE 

TAX) 
Current statutes: RCW 82.08.808; 82.12.808 

Department of Revenue 2012 Tax Exemption Report (p. 207): 
Description: Exemption from retail sales/use tax is provided for the sale of medical supplies, 
chemicals, or materials to a comprehensive cancer center. The exemption does not extend to 
construction, office equipment, administrative supplies or vehicles. 

Purpose: To encourage cancer research. 

Category/Year Enacted: Nonprofit – health or social welfare. 2005 

Primary Beneficiaries: One entity.  

Possible Program Inconsistency: None evident. 

Taxpayer Savings ($000): It is believed that only one entity benefits from this exemption and 
therefore the impact cannot be disclosed. 

If the exemption were repealed, would the taxpayer savings be realized as increased 
revenues? 

Yes 

http://apps.leg.wa.gov/RCW/default.aspx?cite=82.08.808
http://apps.leg.wa.gov/RCW/default.aspx?cite=82.12.808
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CORE DEPOSITS AND TIRE FEES (SALES AND USE TAX) 
Current statutes: RCW 82.08.036; 82.12.038 

Department of Revenue 2008 Tax Exemption Report (p. 258): 
Description: The value of returnable products accepted by vendors for recycling or 
remanufacturing is exempt from retail sales/use tax. Also, the statute excludes from the 
measure of sales/use tax the amount of the $1.00 tire assessment imposed under RCW 
70.95.510. (The tire tax was re-imposed for a five year period, starting July 1, 2005.) 

Purpose: The exemption for core charges (items returned for recycling/remanufacturing) is 
unnecessary since these items are considered to be trade-ins which are already exempt. The 
exemption for the tire fee affirms that the sales tax was not intended to apply to receipts that 
represent payment of another tax. 

Category/Year Enacted: Tax base. 1989 

Primary Beneficiaries: Purchasers of rebuilt auto parts and tire dealers.  

Possible Program Inconsistency: None evident. 

Taxpayer Savings ($000):  

 FY 2008 FY 2009 FY 2010 FY 2011 

State tax  $ 252 $ 262 $ 270 $ 0 

Local taxes  $ 79 $ 82 $ 84 $ 0 

If the exemption were repealed, would the taxpayer savings be realized as increased 
revenues? 

No 

http://apps.leg.wa.gov/RCW/default.aspx?cite=82.08.036
http://apps.leg.wa.gov/RCW/default.aspx?cite=82.12.038


 

16 2013 Expedited Tax Preferences 

DRUG DELIVERY SYSTEMS (SALES AND USE TAX) 
Current statutes: RCW 82.08.935; 82.12.935 

Department of Revenue 2012 Tax Exemption Report (p. 208): 
Description: Disposable devices used to deliver drugs for human use are exempt from retail 
sales/use tax. This includes items such as syringes, tubing and catheters. (Note: these devices 
were previously exempt from sales/use tax. However, the wording of this exemption was 
necessary to conform to the Streamline Sales and Use Tax Agreement.) 

Purpose: To lessen the cost of drug delivery systems. 

Category/Year Enacted: Individuals. 2003; previously these were exempt under RCW 
82.08.0281. 

Primary Beneficiaries: Hospitals, physicians, and patients.  

Possible Program Inconsistency: None evident. 

Taxpayer Savings ($000):  

 FY 2012 FY 2013 FY 2014 FY 2015 

State tax  $ 422 $ 422 $ 422 $ 422 

Local taxes  $ 156 $ 156 $ 156 $ 156 

If the exemption were repealed, would the taxpayer savings be realized as increased 
revenues? 

Yes 

http://apps.leg.wa.gov/RCW/default.aspx?cite=82.08.935
http://apps.leg.wa.gov/RCW/default.aspx?cite=82.12.935
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FISH CLEANING (B&O TAX) 
Current statute: RCW 82.04.2403 

Department of Revenue 2012 Tax Exemption Report (p. 45): 
Description: B&O tax exemption is provided for the cleaning of fresh-water fish. Cleaning is 
defined as the removal of the head, fins, or viscera from the fish without further processing. 

Purpose: To support the fresh-water fishing industry. 

Category/Year Enacted: Business incentive. 1994 

Primary Beneficiaries: A very small number of firms benefit from this exemption.  

Possible Program Inconsistency: None evident. 

Taxpayer Savings ($000):  

 FY 2012 FY 2013 FY 2014 FY 2015 

State tax  $ 13 $ 13 $ 13 $ 13 

Local taxes - not 
considered.     

If the exemption were repealed, would the taxpayer savings be realized as increased 
revenues? 

Yes 

http://apps.leg.wa.gov/RCW/default.aspx?cite=82.04.2403
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FORECLOSURE RELOCATION ASSISTANCE (REAL 

ESTATE EXCISE TAX) 
Current statute: RCW 82.45.030(3) 

Not Included in the Department of Revenue Tax Exemption Report 

Statutory Text (enacted in 2011, : 

(3) As used in this section, "total consideration paid or contracted to be paid" includes 
money or anything of value, paid or delivered or contracted to be paid or delivered in return 
for the sale, and shall include the amount of any lien, mortgage, contract indebtedness, or 
other incumbrance, either given to secure the purchase price, or any part thereof, or 
remaining unpaid on such property at the time of sale. 
 
Total consideration shall not include the amount of any outstanding lien or incumbrance 
in favor of the United States, the state, or a municipal corporation for taxes, special 
benefits, or improvements. (emphasis added) 
 
When a transfer or conveyance is made by deed in lieu of foreclosure to satisfy a deed of 
trust, total consideration shall not include the amount of any relocation assistance provided 
to the transferor. 

 

http://apps.leg.wa.gov/RCW/default.aspx?cite=82.45.030
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FOREST DERIVED BIOMASS (B&O TAX) 
Current statute: RCW 82.04.4494 

Department of Revenue 2012 Tax Exemption Report (p. 122): 
Description: B&O tax credit is allowed for each harvested green ton of forest-derived biomass 
that is sold, transferred or used for the production of electricity, steam, heat, or bio-fuel. The 
amount of the credit is phased in as follows: (1) harvests during FY 2011, FY 2012, and FY 
2013 - $3.00 per ton; and (2) harvests during FY 2014 and FY 2015 - $5.00 per ton. Any 
unused excess credit may be carried forward to a future reporting period for a maximum of 
two years. 

Purpose: To support the production of alternative fuels. 

Category/Year Enacted: Business incentive. 2009 

Primary Beneficiaries: The forest products industry.  

Possible Program Inconsistency: None evident. 

Taxpayer Savings ($000):  

 FY 2012 FY 2013 FY 2014 FY 2015 

State tax  $ 131 $ 131 $ 131 $ 131 

Local taxes - not 
considered.     

If the exemption were repealed, would the taxpayer savings be realized as increased 
revenues? 

Yes 

http://apps.leg.wa.gov/RCW/default.aspx?cite=82.04.4494
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FOREST LAND SPECIAL ASSESSMENTS (PROPERTY 

TAX) 
Current statute: RCW 84.33.210(1) 

Department of Revenue 2012 Tax Exemption Report (p. 13): 
Description: Land designated as forest land is exempt from special benefit assessments. This 
exemption applies to assessments by local improvement districts that may include forest land, 
as well as special benefit assessments for projects such as sewer systems, domestic water 
supply and road improvements. Neither local jurisdictions nor improvement districts are 
obligated to provide these services to the exempt forest land. However, the owner may waive 
the exemption, pay the assessment, and receive the services. 

Purpose: To relieve forest land owners of the costs related to development of adjacent land. 

Category/Year Enacted: Other. 1992 

Primary Beneficiaries: No beneficiaries identified.  

Possible Program Inconsistency: None evident. 

Taxpayer Savings ($000): $0. 

If the exemption were repealed, would the taxpayer savings be realized as increased 
revenues? 

Yes 

http://apps.leg.wa.gov/RCW/default.aspx?cite=84.33.210
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FREE PUBLIC HOSPITALS (SALES AND USE TAX) 
Current statutes: RCW 82.08.02795; 82.12.02745 

Department of Revenue 2012 Tax Exemption Report (p. 203): 
Description: Retail sales/use tax does not apply to the purchase or use of tangible personal 
property by free hospitals when used in the operation of the hospital or the provision of health 
care services. The exemption requires that the hospital not charge its patients for health care 
services received. 

Purpose: To reduce the cost of health services provided by hospitals that do not charge their 
patients. 

Category/Year Enacted: Other. 1993 

Primary Beneficiaries: One such hospital operates in Washington.  

Possible Program Inconsistency: None evident. 

Taxpayer Savings ($000): Because there is only one taxpayer affected by this exemption, the 
impact cannot be disclosed publicly. 

If the exemption were repealed, would the taxpayer savings be realized as increased 
revenues? 

Yes 

http://apps.leg.wa.gov/RCW/default.aspx?cite=82.08.02795
http://apps.leg.wa.gov/RCW/default.aspx?cite=82.12.02745
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HANFORD LEASE FEES (LEASEHOLD EXCISE TAX) 
Current statute: RCW 82.29A.020(2) 

Department of Revenue 2012 Tax Exemption Report (p. 19): 
Description: For purposes of determining leasehold tax on lands on the Hanford reservation 
which are subleased to a private or public entity by the Department of Ecology, the term 
"taxable rent" includes only the annual cash rental payment and does not include fees, 
assessments or other charges. 

Purpose: To reduce the cost of such leases. 

Category/Year Enacted: Other business. 1991 

Primary Beneficiaries: One firm meets the special criteria for this exclusion.  

Possible Program Inconsistency: None evident. 

Taxpayer Savings ($000): Due to confidentiality requirements, the impact of this exemption 
cannot be publicly stated, because it is believed to affect fewer than three taxpayers. 

If the exemption were repealed, would the taxpayer savings be realized as increased 
revenues? 

Yes 

http://apps.leg.wa.gov/RCW/default.aspx?cite=82.29A.020
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HORSE RACE TRACKS (SALES AND USE TAX) 
Current statute: RCW 82.66.040 

Department of Revenue 2008 Tax Exemption Report (p. 270): 
Description: Deferral of retail sales/use tax was allowed for construction of a thoroughbred 
horse racing facility in Western Washington, if construction commenced by July 1, 1998. The 
facility was completed in 1996. Repayment of the deferred tax starts 10 years after completion 
of the project and is repaid over ten years. The first repayment of deferred tax was made on 
December 31, 2006. 

Purpose: To encourage construction of the Emerald Downs track. 

Category/Year Enacted: Business incentive. 1995; repayment period extended to 10 years in 
1998. 

Primary Beneficiaries: The Emerald Downs track, and the entire horse racing industry in 
Washington.  

Possible Program Inconsistency: None evident. 

Taxpayer Savings ($000)*:  

 FY 2008 FY 2009 FY 2010 FY 2011 

State tax  $ (411) $ (411) $ (411) $ (411) 

Local taxes  $ (107) $ (107) $ (107) $ (107) 

No new deferrals allowed; the amounts shown reflect repayments of deferred tax. 

If the exemption were repealed, would the taxpayer savings be realized as increased 
revenues? 

No, previously deferred tax is scheduled for repayment over 10 years beginning at the end 
of 2006 

http://apps.leg.wa.gov/RCW/default.aspx?cite=82.66.040
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HUMAN BODY PARTS (SALES AND USE TAX) 
Current statutes: RCW 82.08.02806; 82.12.02748 

Department of Revenue 2012 Tax Exemption Report (p. 204): 
Description: Sales of human blood, tissue, organs, bodies or body parts are exempt from retail 
sales/use tax, when they are used for medical research or quality control testing. 

Purpose: To support medical research in Washington. 

Category/Year Enacted: Other. 1996 

Primary Beneficiaries: Medical research organizations.  

Possible Program Inconsistency: None evident. 

Taxpayer Savings ($000):  

 FY 2012 FY 2013 FY 2014 FY 2015 

State tax  $ 122 $ 134 $ 148 $ 162 

Local taxes  $ 45 $ 50 $ 55 $ 60 

If the exemption were repealed, would the taxpayer savings be realized as increased 
revenues? 

Yes 

http://apps.leg.wa.gov/RCW/default.aspx?cite=82.08.02806
http://apps.leg.wa.gov/RCW/default.aspx?cite=82.12.02748
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INMATE EMPLOYMENT PROGRAMS (LEASEHOLD 

EXCISE TAX) 
Current statute: RCW 82.29A.130(12) 

Department of Revenue 2008 Tax Exemption Report (p. 59): 
Description: This statute provides leasehold tax exemption for firms that use space in State 
adult correctional facilities in conjunction with comprehensive inmate work programs. 

Purpose: To promote such programs. 

Category/Year Enacted: Government. 1992 

Primary Beneficiaries: None currently.  

Possible Program Inconsistency: None evident. 

Taxpayer Savings ($000): None. This program was found to be unconstitutional by the 
Washington State Supreme Court in 2004. 

If the exemption were repealed, would the taxpayer savings be realized as increased 
revenues? 

No 

http://apps.leg.wa.gov/RCW/default.aspx?cite=82.29A.130
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LIFE SCIENCES DISCOVERY FUND (B&O TAX) 
Current statute: RCW 82.04.4263 

Department of Revenue 2012 Tax Exemption Report (p. 39): 
Description: Income received by the Life Sciences Discovery Fund is exempt from B&O tax. 

Purpose: To stimulate research and development in the life sciences. 

Category/Year Enacted: Government. 2005 

Primary Beneficiaries: The Life Sciences Discovery Fund.  

Possible Program Inconsistency: None evident. 

Taxpayer Savings ($000): Although the only affected entity is a quasi-governmental agency, the 
impact of this exemption cannot be publicly stated since there is only one entity affected by the 
statute. 

If the exemption were repealed, would the taxpayer savings be realized as increased 
revenues? 

Possibly 

http://apps.leg.wa.gov/RCW/default.aspx?cite=82.04.4263
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