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Brief Description: Providing sales and use tax exemptions for diesel fuel used by loggers and
timber growers.

Sponsors: Representatives Blake, Buck, Kessler, Orcuitt, Kristiansen, Dunn, Kretz and McCune.

Brief Summary of Bill

»  Exemptslogging operations from sales and use tax on diesel fuel used for non-highway
pUrposes.

Hearing Date: 1/25/06
Staff: Rick Peterson (786-7150).
Background:

Sales tax isimposed on the retail sales of most items of tangible personal property and some
services. The usetax isimposed on the privilege of using tangible personal property or servicesin
instances where the sales tax does not apply. Sales and use taxes are levied by the state, counties,
and cities, and total rates vary from 7 to 8.9 percent.

Motor vehicle fuel (gasoline) and special fuel (primarily diesel) are exempt from sales and use tax
when the motor vehicle and specia fuel taxes apply. Special fuel used for off-road business
purposes is exempt from the special fuel tax and so becomes subject to the retail sales and use
tax.

Federal law requires diesel fuel used for off-road business purposes to be dyed. Diesel fuel that is
exempt from highway fuel taxesis often called "red dyed fuel.”

Summary of Bill:

Diesdl fuel used by logging operations for non-highway purposesis exempt from sales and use
tax. Logging operations include cutting timber, transporting timber, producing wood chipsin the
field, or operating timber tracts for the purpose of selling standing timber. The exemption does
not cover fuel used for home heating.

Appropriation: None.
Fiscal Note: Requested on January 17, 2006.

Effective Date: The bill contains an emergency clause and takes effect immediately.

House Bill Analysis -1- HB 2963



