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HOUSE BI LL 2246

State of WAshi ngt on 55th Legislature 1997 Regul ar Sessi on
By Representative Schoesl er

Read first tinme 03/07/97. Referred to Comm ttee on Fi nance.

AN ACT Relating to sales tax exenption of farm machinery and
equi pnent sold to nonresidents; adding a new section to chapter 82.08
RCW prescribing penalties; and providing an effective date.

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

NEW SECTION. Sec. 1. A new section is added to chapter 82. 08 RCW
to read as foll ows:

(1) The definitions in this subsection apply throughout this
section.

(a) "Agricultural product” is defined as provided in RCW82. 04. 213.

(b) "Directly used in a farm ng operation" nmeans t he performance of
a function reasonably necessary to the operation of the total farm ng
busi ness, including planting, grow ng, harvesting, and initial storage
of agricultural products, and novenent of agricultural products from
the place of harvest to the place of initial storage.

(c) "Farm machi nery and equi pnent” neans nmachi nery and equi pnent
directly used in a farm ng operation, and includes tangible personal
property that beconmes an ingredient or conponent thereof, including
repair parts, replacenent parts, lubricants, hydraulic oil, and
cool ant s.
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(d) "Farm machi nery and equi pnent" does not i ncl ude:

(1) Hand tools;

(i1i) Itenms used in a manner incidental to farmng, such as
mai nt enance and janitorial equipnment and supplies;

(ti1) Items used in any activities other than the actual farmng
operation, such as office equi pnent and supplies, and equi pnent and
supplies used in selling or distributing activities; and

(itv) Itens that becone or are i ntended to becone a conponent of any
real property or any inprovenent or fixture thereto.

(2) The tax levied by RCW 82.08.020 does not apply to sales of
machi nery and equipnment directly wused in farmng, if sold to
nonresidents of this state for use outside this state and the purchaser
(a) is a bona fide resident of a state, possession, or Province of
Canada, other than the state of WAshi ngton, and such state, possessi on,
or Province of Canada does not inpose a retail sales tax or use tax of
three percent or nore on simlar itens of machinery or equipnent or, if
i nposing such a tax, permts Wshington residents exenption from
ot herwi se taxabl e sal es of sim |l ar nmachi nery and equi pnent by reason of
their residence, and (b) agrees, when requested, to grant the
departnent of revenue access to such records and other forns of
verification at his or her place of residence to assure that such
purchases are not first used substantially in the state of Washi ngton.

(3) Any person cl ai mng exenption under this section nust display
proof of his or her current nonresident status. Acceptable proof of a
nonr esi dent person’s status includes one piece of identification such
as a valid driver’s license fromthe jurisdiction in which the out-of-
state residency is clained or a valid identification card that has a
photograph of the holder and 1is issued by the out-of-state
jurisdiction. The identification nust show the holder’s residenti al
address and have as one of its |egal purposes the establishnment of
residency in that out-of-state jurisdiction.

(4) Nothing in this section requires the vendor to nmake tax exenpt
retail sales to nonresidents. A vendor may choose to nmake sales to
nonresi dents, collect the sales tax, and remt the amount of sales tax

collected to the state as otherw se provided by [|aw | f the vendor
chooses to make a sale to a nonresident without collecting the sales
tax, the wvendor shall, in good faith, examne the proof of

nonr esi dence, determ ne whether the proof is acceptable under this
section, and maintain records for each nontaxable sale that show the
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type of proof accepted, including any identification nunbers, if
appropriate, and the expiration date, if any.

(5) (a) Any person nmaking fraudul ent statenents, which includes the
of fer of f raudul ent identification or fraudulently procured
identification to a vendor, in order to purchase goods w t hout paying
retail sales tax is guilty of perjury. Any person nmaking tax exenpt
pur chases under this section by displaying proof of identification not
his or her own, or counterfeit identification, with intent to violate
the provisions of this section, is guilty of a m sdeneanor and, in
addition, shall be liable for the tax and subject to a penalty equal to
the greater of one hundred dollars or the tax due on such purchases.

(b) Any vendor who nekes sales without collecting the tax to a
per son who does not hold valid identification establishing out-of-state
resi dency, and any vendor who fails to maintain records of sales to
nonresidents as provided in this section, shall be personally liable
for the anmount of tax due. Any vendor who nmakes sales wthout
collecting the retail sales tax under this section and who has actual
know edge that the purchaser’s proof of identification establishing
out-of-state residency is fraudulent is guilty of a m sdeneanor and, in
addition, shall be liable for the tax and subject to a penalty equal to
the greater of one thousand dollars or the tax due on such sales. 1In
addition, both the purchaser and the vendor shall be liable for any
penal ties and interest assessable under chapter 82.32 RCW

NEW SECTION. Sec. 2. This act takes effect Cctober 1, 1997.

~-- END ---
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