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SENATE BI LL 6348

AS AMENDED BY THE HOUSE
Passed Legislature - 1998 Regul ar Sessi on
State of WAshi ngt on 55th Legislature 1998 Regul ar Sessi on
By Senators Hal e and Haugen; by request of Departnment of Revenue

Read first tinme 01/16/98. Referred to Commttee on Governnent
Oper ati ons.

AN ACT Relating to elimnating requirements for filing certificates
or annual sunmmaries for sales and use tax exenptions on manufacturing
machi nery and equi pnent; anmending RCW 82.12.02565; reenacting and
amendi ng RCW 82.08. 02565; creating a new section; and providing an
effective date.

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

Sec. 1. RCWS82.08.02565 and 1996 ¢ 247 s 2 and 1996 ¢ 173 s 3 are
each reenacted and anmended to read as foll ows:

(1) The tax levied by RCW82.08.020 shall not apply to sales to a
manuf acturer or processor for hire of machinery and equi pnent used
directly in a manufacturing operation or research and devel opnent
operation, or to sales of or charges nade for |abor and services
rendered in respect to installing, repairing, cleaning, altering, or
i nproving the machinery and equi pnent, but only when the purchaser
provides the seller with an exenption certificate in a formand manner

prescri bed by the departnment by rul e( (—andt+hepurchaser—provides—the

sales—as—thedepartrwent—may—+equi+re)). The seller shall retain a copy

of the certificate for the seller’s files.

p. 1 SB 6348. SL
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(2) For purposes of this section and RCW 82. 12. 02565:

(a) "Machinery and equi pnent” neans industrial fixtures, devices,
and support facilities, and tangi bl e personal property that becones an
i ngredi ent or conponent thereof, including repair parts and repl acenent
parts. "Machinery and equi prent” includes pollution control equi prment
installed and used in a manufacturing operation or research and
devel opnent operation to prevent air pollution, water pollution, or
contam nation that mght otherwise result from the manufacturing
operation or research and devel opnent operation.

(b) "Machinery and equi pnent” does not i ncl ude:

(1) Hand tools;

(1i) Property with a useful life of |ess than one year;

(tit) Buildings, other than machinery and equipnment that 1is
permanently affixed to or becones a physical part of a building, and

(tv) Building fixtures that are not integral to the manufacturing
operation or research and devel opnent operation that are permanently
affi xed to and becone a physical part of a building, such as utility
systens for heating, ventilation, air conditioning, conmmunications,
pl unbi ng, or electrical.

(c) Machinery and equipnent is "used directly” in a manufacturing
operation or research and devel opment operation if the machinery and
equi pnent :

(1) Acts upon or interacts with an item of tangible persona
property;

(1i1) Conveys, transports, handles, or tenporarily stores an itemof
tangi bl e personal property at the manufacturing site;

(ti1) Controls, guides, nmeasures, verifies, aligns, regulates, or
tests tangi bl e personal property;

(1v) Provides physical support for or access to tangi ble personal
property;

(v) Produces power for, or lubricates machinery and equi pnent;

(vi) Produces another itemof tangible personal property for use in
t he manufacturing operation or research and devel opnent operation;

(vii) Places tangi bl e personal property in the container, package,
or wappi ng i n which the tangi bl e personal property is normally sold or
transported; or

(viii) Is integral to research and devel opnent as defined in RCW
82. 63. 010.

SB 6348. SL p. 2
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(d) "Manufacturing operation” nmeans the manufacturing of articles,
substances, or commodities for sale as tangi bl e personal property. The
manuf acturing operation begins at the point where the raw materials
enter the manufacturing site and ends at the point where the finished
product | eaves the manufacturing site. The term al so includes that
portion of a cogeneration project that is used to generate power for
consunption within the manufacturing site of which the cogeneration
project is an integral part. The termdoes not include the production
of electricity by a light and power business as defined in RCW
82.16.010 or the preparation of food products on the prem ses of a
person selling food products at retail.

(e) "Cogeneration" neans the sinultaneous generation of electrical
energy and | ow grade heat fromthe sane fuel

(f) "Research and devel opnent operation” neans engagi ng i n research
and devel opnment as defined in RCW 82.63.010 by a manufacturer or
processor for hire.

Sec. 2. RCW 82. 12. 02565 and 1996 ¢ 247 s 3 are each anended to
read as foll ows:

The provisions of this chapter shall not apply in respect to the
use by a manufacturer or processor for hire of machi nery and equi pnent
used directly in a manufacturing operation or research and devel opnment
operation((, but only when the user provides the departnment wth:

2t . e . : I bedt I

*NEW SECTION. Sec. 3. The departnent shall not deny exenptions
under RCW82. 08. 02565 or 82. 12. 02565 sol ely on the basis of failure to
conply with duplicate certificate or sunmary filing requirenments. The
amendments of RCW 82.08. 02565 or 82.12.02565 in this act do not
termnate requirenents to file duplicate certificates or sunmaries in
respect to exenptions claimed for periods before January 1, 1999.

*Sec. 3 was vetoed. See message at end of chapter

p. 3 SB 6348. SL
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*NEWSECTIOQ\N. Sec. 4. Sections 1 and 2 of this act take effect
January 1, 1999.

*Sec. 4 was vetoed. See nmessage at end of chapter.

Passed the Senate March 9, 1998.

Passed the House March 4, 1998.

Approved by the Governor April 3, 1998, with the exception of
certain itens that were vetoed.

Filed in Ofice of Secretary of State April 3, 1998.

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

"I amreturning herewith, wthout ny approval as to sections 3 and
4 of Senate Bill No. 6348 entitled:

"AN ACT Relating to elimnating requirements for filing
certificates or annual sunmaries for sales and use tax exenptions
on manufacturing machi nery and equi pnent ;"

Senate Bill No. 6348 anends the state retail sales and use tax
statutes to relieve taxpayers of the burden of making reports and
annual summaries of tax exenpt purchases, for submssion to the
Departnent of Revenue.

One of ny goals as Governor is the sinplification of our tax system
and the reduction of regulations for businesses. The Departnent of
Revenue devel oped this legislation in an effort to reach that goal
The original intent of the bill was to immediately relieve taxpayers
eligible for the machi nery and equi pnent tax exenption fromthe burden
of subm tting duplicate exenption certificates or purchase sunmaries to
t he Depart nent.

The Legislature anended the bill by adding sections 3 and 4.
Section 4 would require taxpayers to submt, for an additional six
nont hs, reports of machi nery and equi pnent purchases before qualifying
for the sales and use tax exenption. However, section 3 would not
require the Departnent to deny exenptions if the taxpayers did not send
in reports. This would create conflicting policies and extend the
period during which businesses nust submt redundant paperwork to the

Depart nent. This is unnecessary, burdensone, and contrary to the
bill’s original purpose.

For these reasons, | have vetoed sections 3 and 4 of Senate Bill
No. 6348.

Wth the exception of sections 3 and 4, Senate Bill No. 6348 is
approved. "
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