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SUBSTI TUTE SENATE BI LL 5175

Passed Legislature - 1997 Regul ar Session
St ate of WAshi ngt on 55th Legislature 1997 Regul ar Sessi on

By Senate Committee on Agriculture & Environnent (originally sponsored
by Senators Mrton, Rasnussen, Hochstatter, Goings and Roach; by
request of Departnment of Revenue)

Read first tine 02/ 06/97.

AN ACT Rel ating to business and occupation tax on the handling of
hay, al falfa, and seed; anendi ng RCW82. 04. 120; reenacti ng and anendi ng
RCW82. 04. 260; providing an effective date; and decl ari ng an energency.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW 82. 04. 120 and 1989 c¢ 302 s 201 are each anended to
read as foll ows:

"To manufacture" enbraces all activities of a commercial or
i ndustrial nature wherein labor or skill is applied, by hand or
machi nery, to materials so that as a result thereof a new, different or
useful substance or article of tangible personal property is produced
for sale or commercial or industrial wuse, and shall include the
production or fabrication of special nmade or custom nmade articl es.

"To manufacture" shall not include: Conditioning of seed for use
in planting; cubing hay or alfalfa; or activities which consist of
cutting, grading, or ice glazing seaf ood whi ch has been cooked, frozen,
or canned outside this state.

*Sec. 2. RCWS82.04.260 and 1996 c 148 s 2 and 1996 c¢ 115 s 1 are
each reenacted and anended to read as fol |l owns:

p. 1 SSB 5175. SL
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(1) Upon every person engaging within this state in t he busi ness of
buyi ng wheat, oats, dry peas, dry beans, lentils, triticale, canola,
corn, rye and barl ey, but not including any manufactured or processed
products thereof, and selling the same at whol esal e; the tax inposed
shall be equal to the gross proceeds derived fromsuch sal es nul tiplied
by the rate of 0.011 percent.

(2) Wpon every person engaging within this state in t he busi ness of
manuf act uri ng wheat into flour, barley into pearl barley, soybeans into
soybean oil, canol a i nto canol a oil, canol a neal, or canol a byproducts,
or sunfl ower seeds into sunflower oil; as to such persons t he anpunt of
tax with respect to such business shall be equal to the val ue of the
flour, pearl barley, oil, canola meal, or canola byproduct
manufactured, nultiplied by the rate of 0.138 percent.

(3) Won every person engaging within this state in t he busi ness of
splitting or processing dried peas; as to such persons the anmpunt of
tax with respect to such business shall be equal to the val ue of the
peas split or processed, nmultiplied by the rate of 0.275 percent.

(4) Uoon every person engaging within this state in thhe busi ness of
manuf act uri ng seafood products which remain in a raw, raw frozen, or
raw sal ted state at the conpl etion of the manufacturing by that person;
as to such persons the ampunt of tax with respect to such business
shal | be equal to the val ue of the products manufactured, nultiplied by
the rate of 0.138 percent.

(5) Woon every person engaging within this state in thhe busi ness of
manufacturing by canning, preserving, freezing, processing, or
dehydrating fresh fruits and veget abl es, or selling at whol esal e fresh
fruits and vegetables canned, preserved, frozen, processed, or
dehydrated by the seller and sold to purchasers who transport in the
ordi nary course of business the goods out of this state; as to such
persons the anmpunt of tax with respect to such busi ness shall be equal
to the value of the products canned, preserved, frozen, processed, or
dehydrated nultiplied by the rate of 0.33 percent. As proof of sale to
a person who transports in the ordi nary course of business goods out of
this state, the seller shall annually provide a statenent in a form
prescribed by the departnent and retain the statement as a business
record.

(6) UWoon every nonprofit corporation and nonprofit association
engaging within this state in research and devel opnent, as to such
corporations and associ ations, the ampunt of tax with respect to such

SSB 5175. SL p. 2
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activities shall be equal to the gross income derived from such
activities nultiplied by the rate of 0.484 percent.

(7) Upon every person engaging within this state in t he busi ness of
sl aughtering, breaking and/or processing perishable neat products
and/or selling the same at whol esal e only and not at retail; as to such
persons the tax inposed shall be equal to the gross proceeds derived
fromsuch sales nultiplied by the rate of 0.138 percent.

(8) Won every person engaging within this state in thhe busi ness of
maki ng sales, at retail or whol esale, of nuclear fuel assenblies
manuf actured by that person, as to such persons the anmount of tax with
respect to such business shall be equal to the gross proceeds of sal es
of the assenblies nultiplied by the rate of 0.275 percent.

(9) Woon every person engaging within this state in the busi ness of
manuf act uri ng nucl ear fuel assenblies, as to such persons t he anmpunt of
tax with respect to such business shall be equal to the val ue of the
products manufactured nultiplied by the rate of 0.275 percent.

(10) Uon every person engaging within this state in the busi ness
of acting as a travel agent or tour operator; as to such persons the
ampunt of the tax with respect to such activities shall be equal to the
gross incone derived from such activities nultiplied by the rate of
0. 275 percent.

(11) Upon every person engaging within this state in busi ness as an
international steanship agent, international customs house broker,
international freight forwarder, vessel and/or cargo charter broker in
foreign commerce, and/or international air cargo agent; as to such
persons the ampunt of the tax with respect to only international
activities shall be equal to the gross income derived from such
activities nultiplied by the rate of 0. 363 percent.

(12) Uon every person engaging within this state in the busi ness
of stevedoring and associ ated activities pertinent to the novement of
goods and commodi ti es i n waterborne interstate or forei gn conmerce; as
to such persons the anmobunt of tax with respect to such busi ness shall
be equal to the gross proceeds derived fromsuch activities nultiplied
by the rate of 0.363 percent. Persons subject to taxation under this
subsection shall be exenpt from payment of taxes inposed by chapter
82. 16 RCWfor that portion of their business subject to taxation under
this subsection. Stevedoring and associ ated activities pertinent to
the conduct of goods and commodities in waterborne interstate or
foreign conmerce are defined as all activities of a |abor, service or
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transportation nature whereby cargo may be |oaded or unl oaded to or
from vessel s or barges, passing over, onto or under a wharf, pier, or
simlar structure; cargo may be noved to a warehouse or sim |l ar hol di ng
or storage yard or area to await further novenent in inport or export
or may npove to a consolidation freight station and be stuffed,
unstuffed, containerized, separated or otherwi se segregated or
aggregated for delivery or |oaded on any node of transportation for
delivery to its consignee. Specific activities included in this
definition are: Wiar fage, handling, |oading, unloading, noving of
cargo to a convenient place of delivery to the consignee or a
conveni ent place for further novement to export npde; docunentation
services in connection with the receipt, delivery, checking, care,
custody and control of cargo required in the transfer of cargo;
i nported autonobil e handling prior to delivery to consignee; term nal
stevedoring and incidental vessel services, including but not |imted
to plugging and unplugging refrigerator service to containers,
trailers, and other refrigerated cargo receptacl es, and securing ship
hat ch covers.

(13) Uon every person engaging within this state in the busi ness
of disposing of |Iowlevel waste, as defined in RCW 43. 145. 010; as to
such persons the ampunt of the tax with respect to such busi ness shall
be equal to the gross incone of the business, excluding any fees
i nposed under chapter 43.200 RCW nultiplied by the rate of 3.3
per cent.

If the gross incone of the taxpayer is attributable to activities
both within and wi thout this state, the gross incone attributable to
this state shall be determined in accordance with the nethods of
apportionment required under RCW 82. 04. 460.

(14) Uon every person engaging within this state as an insurance
agent, insurance broker, or insurance solicitor |icensed under chapter
48. 17 RCW as to such persons, the ampunt of the tax with respect to
such licensed activities shall be equal to the gross income of such
business nultiplied by the rate of 0.55 percent.

(15) UWpon every person engaging within this state in business as a
hospital, as defined in chapter 70.41 RCW that is operated as a
nonprofit corporation or by the state or any of its political
subdi vi sions, as to such persons, the anpunt of tax with respect to
such activities shall be equal to the gross income of the business
multiplied by the rate of 0.75 percent through June 30, 1995, and 1.5
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percent thereafter. The noneys coll ected under this subsection shall
be deposited in the health services account created under RCW
43. 72. 900.

(16) Upon every person engaging within this state in the business
of making sal es at whol esal e of seed conditioned for use in planting;
the tax inposed shall be equal to the gross proceeds derived fromsuch
sales nultiplied by the rate of 0.011 percent.

(17) Upon every person engaging within this state in the business
of making sales at wholesale of cubed alfalfa or hay; as to such
persons the ampunt of the tax with respect to such business shall be
equal to the gross income derived from such sales nultiplied by the
rate of 0.011 percent.

*Sec. 2 was vetoed. See nmessage at end of chapter

NEW SECTI ON. Sec. 3. This act is necessary for the imedi ate
preservation of the public peace, health, or safety, or support of the
state governnment and its existing public institutions, and takes effect
July 1, 1997.

Passed the Senate April 8, 1997.

Passed the House April 22, 1997.

Approved by the Governor WMy 15, 1997, with the exception of
certain itens that were vetoed.

Filed in Ofice of Secretary of State May 15, 1997.

Note: Governor’s explanation of partial veto is as foll ows:

"I am returning herewith, w thout ny approval as to section 2,
Substitute Senate Bill No. 5175 entitled:

"AN ACT Rel ating to business and occupation tax on the handling of
hay, alfalfa, and seed;"”

Substitute Senate Bill No. 5175 provides that cubing of hay or
alfalfa is a processing activity not a manufacturing activity for tax
pur poses, wherever it is perforned. The bill also | owers the business
and occupations (B&)) tax rate to 0.11%for hay and alfal fa cubi ng and
seed condi ti oni ng.

| have vetoed section 2 which pertains to the B&  tax rate
reductions for the sales of a broad variety of conditioned seeds, not
for comrercial use and for the in-state sal es of cubed hay and al falfa.
| support the lower tax rate on conditioned seeds for agricultural use

but not the expanded uses found in section 2. | also support the tax
reduction for cubed hay and alfalfa sold outside our state. By vetoing
section 2, | have returned the bill to the original intent of the

Depart ment of Revenue request |egislation.

For these reasons, | have vetoed section 2 of Substitute Senate
Bill No. 5175.
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