1887-S

Sponsor(s): House Commttee on Finance (originally sponsored by
Representatives Kessler, Li sk, G ant, Wensman, Wl fe and
Penni ngton; by request of Departnent of Revenue)

Brief Title: Revising the machi nery and equi pnent tax exenption for
manuf acturers and processors for hire.

HB 1887-S. E - DI GEST
(DI GEST AS ENACTED)

Fi nds that the application of the manufacturer’s machi nery and
equi pnent sal es and use tax exenption has, in sone instances, been
difficult and confusing for taxpayers, and included difficult
reporting and recordkeepi ng requirenents.

Decl ares an intent of the legislature to nake clear its intent
for the application of the exenption, and to extend the exenption
to the purchase and use of machi nery and equi pnent for businesses
that perform testing of manufactured goods for manufacturers or
processors for hire.

VETO MESSAGE ON HB 1887-S
May 7, 1999
To the Honorabl e Speaker and Menbers,
The House of Representatives of the State of Washi ngton
Ladi es and Gentl enen:

| amreturning herewith, w thout nmy approval as to section 8,
Engrossed Substitute House Bill No. 1887 entitl ed:

"AN ACT Relating to revising the machi nery and equi pnent tax

exenption by nore precisely describing termnology and

eligibility;"

Engrossed Substitute House Bill No. 1887 clarifies the intent
of the legislature regarding the application of the retail sales
and use tax exenption for manufacturing equi pnent and machi nery,
and extends the exenption to nmachi nery and equi pnent for busi nesses
that perform testing of manufactured goods for manufacturers or
processors for hire.

ESHB 1887 clarifies the scope of a tax exenption and is very
inportant. Taxpayers who are eligible for the exenption, as well
as our state and | ocal governnents, need the certainty that this
bill wll provide. | have assuned, as did the legislature (as
i ndicated by our respective balance sheets), that there is no
fiscal inpact associated with sections 1 through 4 of the bill
That is based on the continuing application of the "majority use"
standard for machinery and equi pnent that has both qualifying and
nonqual i fying uses. The majority use standard affords neani ngful
use of the exenption to taxpayers, is fair, and i s a reasonabl e way
to adm ni ster the exenption consistent with the law, |egislative
intent, and pronotion of econom c developnment in our state. I
strongly support the Departnent of Revenue’s continued use of this
st andar d.

Section 8 of ESHB 1887 i s an energency cl ause providing a July



1, 1999 effective date for sections 5 and 6 of the bill. Sections
5 and 6 extend the benefits of the tax exenption to testing
operations. Unlike the remainder of this |egislation, sections 5
and 6 represent a clear change in policy rather than a
clarification of the 1995 | aw. The need for the policy change,
al t hough i nportant, does not constitute an energency.

For these reasons, | have vetoed section 8 of Engrossed
Substitute House Bill No. 1887. Wth the exception of section 8,
Engrossed Substitute House Bill No. 1887 is approved.

Respectful ly submtted,
Gary Locke
Gover nor



