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SUBSTI TUTE SENATE BI LL 5764

St ate of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session

By Senate Commttee on Agriculture & Rural Econom c Devel opnent
(originally sponsored by Senators Schoesl er and Rasnussen)

READ FI RST TI ME 02/ 27/ 07.

AN ACT Rel ating to making technical and adm nistrative changes to
inmproving the admnistration of the sales and use tax exenptions for
repl acenent parts for farm machinery and equipnent; anmending RCW
82.08. 855 and 82.12.855; and prescribing penalties.

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

Sec. 1. RCWB82.08.855 and 2006 ¢ 172 s 1 are each anended to read
as follows:

(1) The tax |levied by RCW82.08.020 does not apply to the sale to
an eligible farnmer of replacenent parts for qualifying farm machi nery
and equi pnent .

(2) Notw thstanding anything to the contrary in this chapter, if
repl acenent parts are installed by the seller during the course of
repairing, cleaning, altering, or inproving qualifying farm machinery
and equi pnmrent and the seller nakes a separate charge for the parts, the
tax levied by RCW 82.08.020 does not apply to the separately stated
charge to an eligible farmer for replacenent parts but only if the
separately stated charge does not exceed either the seller's current

publicly stated retail price for the parts or, if no ((separateby))
publicly stated retail price is available, the seller's cost for the
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parts. However, the exenption provided by this section shall not apply
if replacenent parts are installed by the seller during the course of
repairing, cleaning, altering, or inproving qualifying farm machinery
and equi pnent and the seller makes a single nonitem zed charge for
providing the parts and service.

(3)(a)() A person claimng an exenption under this section nust
keep and nmake available to the departnent upon request records
necessary ((fer—the—departrwent)) to verify eligibility under this
section. Nothing in (b)(vi) of this subsection nmay be construed as
l[imting a person's obligations under this subsection (3)(a)(i).

(ii) An exenption is available only when the buyer provides the
seller with an exenption certificate issued by the departnent
containing such informati on as the departnent requires. The exenption
certificate shall be in a formand manner prescribed by the departnent.
The seller shall retain a copy of the certificate for the seller's
files.

(b) The departnment shall provide an exenption certificate to an
eligible farmer or renew an exenption certificate, upon application by
that eligible farner. The application nmust be in a form and manner
prescribed by the departnment and shall contain the follow ng
information as required by the departnent:

(i) The nane and address of the applicant;

(1i) The wuniform business identifier or tax reporting account
nunber of the applicant, if the applicant is required to be registered
wi th the departnent;

(ti1) The type of farm ng engaged in;

(iv) ((A copy of the applicant's Schedule F of Form 1040, Form

SSB 5764 p. 2



©O© 00 N O Ol WDN P

W W W W W W WwWwwWwWwWwWMNDNDNDNDNDNMNDNMDDNMNDNMDMNMNMNMNMDNEPRPPRPEPRPRPRPPRPEPRPRERPPRPRE
0O NO O W NPEFP O OOWwuNO O P WNPEPEOOooOOWwNO O P~ owdNDEe. o

) The name of the individual authorized to sign the
certificate, printed in a | egible fashion;

((&)) (v) The signature of the authorized individual; and

(({vit)y Oher information the departiwent nmay require to verify the
applicant's eligibility for the exenption))

(vi) A declaration signed under penalty of perjury as provided in

RCW 9A. 72.085 that the applicant is an eligible farnmer as defined in
subsection (4)(b) of this section. Any person who know ngly nakes a
materially false statenent on an application submtted to the
departnent under the provisions of this section shall be quilty of
perjury in the second degree under chapter 9A.72 RCW 1In addition, the
person is liable for paynent of any taxes for which an exenption under
this section was clainmed, wth interest at the rate provided for
delinquent taxes, retroactively to the date the exenption was clai ned,
and penalties as provided under chapter 82.32 RCW

(c)(i) Except as otherwise provided in this section, exenption
certificates take effect on the date issued by the departnent, are not
transferable, and are valid for the remainder of the cal endar year in
which the certificate is issued and the follow ng four cal endar years.

The departnent shall attenpt to notify holders of exenption
certificates of the inpending expiration of the certificate at |east
sixty days before the certificate expires and shall provide an

application for renewal of the certificate.

(ii1) When a certificate holder nmerely changes identity or form of
ownership of an entity and there is no change in beneficial ownership,
the exenption certificate shall be transferred to the new entity upon
witten notice to the departnment by the transferor or transferee.

(d) (i) ((Exerption—eertiteates+ssuedtopersons—who—are—eHgible
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H++))) A person who is an eligible farner as defined in subsection

(4)(b)(iii) of this section will be issued a conditional exenption
certificate. The exenption certificate is conditioned upon:

(A) The eligible farnmer having gross sales or a harvested val ue of
agricultural products grown, raised, or produced by that person of at
| east ten thousand dollars in the first full year in which the person
engages in business as a farner; or

(B) The eligible farnmer, during the first full year in which that
person engages in business as a farnmer, growing, raising, or producing
agricultural products having an estinated value in that year of at
| east ten thousand dollars, if the person will not sell or harvest an
agricultural product during the first full year in which the person
engages in business as a farner.

(i) If a person fails to ((previde—thereqgureddocurentationto

departrent—eor—++)) neet the condition provided in (d)(i) of this
subsection ((+s—net—net)), the departnent shal | ((reveke))
retroactively cancel the exenption certificate. The departnent shall
notify the person in witing of the ((+ewveeatien)) cancellation and the
person's responsibility, and due date, for ((+epayrent)) paynent of any
taxes for which an exenption under this section was clainmed. Any taxes
for which an exenption under this section was clained shall be due and
payable within thirty days of the date of the notice revoking the
certificate. The departnent shall assess interest on the taxes for
whi ch the exenption was clained. Interest shall be assessed at the
rate provided for delinquent excise taxes under chapter 82.32 RCW
retroactively to the date the exenption was cl ai ned, and shall accrue
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until the taxes for which the exenption was clained are repaid.
Penalties shall not be inposed on any tax required to be ((repatd))
paid under this subsection (3)(d)ii), if full paynment is received by
the due date. Nothing in this subsection (3)(d) prohibits a person
fromreapplying for an exenption certificate.

(4) The definitions in this subsection apply to this section.

(a) "Agricultural products”™ has the neaning provided in RCW
82.04. 213.

(b) "Eligible farnmer" neans:

(1) A farmer as defined in RCW 82.04.213 whose gross proceeds of
sales or harvested value of agricultural products grown, raised, or
produced by that person is at least ten thousand dollars in the
cal endar year imediately preceding the year in which ((a—elatmof
exempton—s—rmade—under—this—seetton)) an application for exenption
under this section is submtted to the departnent;

(1i) The transferee of an exenption certificate under subsection
(3)(c)(ii) of this section where the transferred certificate expires
before the transferee engages in farmng operations for a full cal endar

year, if the conbined gross ((preceeds—of)) sales ((by)) or harvested
value of agricultural products that the transferor and transferee ((ef

agreuttural—preoductsthatthey)) have grown, raised, or produced neet
the requirenents of (b)(i) of this subsection;

(iii) Afarmer as defined in RCW 82.04. 213, who does not neet the
definition of "eligible farmer” in (b)(i) or (ii) of this subsection,
and who did not engage in farmng for the entire calendar year
i medi ately preceding the year in which application for exenption under
this section is nade and who did not engage in farmng in any other
year;

(iv) Anyone who otherw se neets the definition of "eligible farner"
in this subsection except that they are not a "person” as defined in
RCW 82. 04. 030.

(c) "Harvested value" neans the nunber of units of the agricultura
product that were grown, raised, or produced, multiplied by the average
sales price of the agricultural product. For purposes of this
subsection (4)(c), "average sales price" neans the average price per
unit of agricultural product received by farnmers in this state as
reported by the United States departnent of agriculture's national
agricultural statistics service for the twelve-nonth period that
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coincides with, or that begins or ends closest to, the cal endar year
imediately preceding the cal endar year during which an application for
exenption under this section is submtted to the departnent or the
first full calendar year during which a person engages in business as
a farmer, as the case may be, regardless of whether the prices are
subject to revision. If the price per unit of an agricultural product
received by farnmers in this state is not available from the nationa
agricultural statistics service, average sales price nmay be determ ned
by using the average price per unit of agricultural product received by
farmers in this state as reported by a recognized authority for the
agricultural product.

(d) "Qualifying farm machi nery and equi pnent” nmeans machi nery and
equi pment used primarily by an eligible farnmer for growi ng, raising, or
produci ng agricultural products. "Qualifying farm machinery and
equi pnent"” does not incl ude:

(i) Farmvehicles and other vehicles as those terns are defined in
chapter 46.04 RCW except farmtractors as defined in RCW46.04.180 and
ot her farm inplenents. For pur poses of this subsecti on
(D ((eP))( (i), "farm inplenment” neans machinery or equi pnent
manuf act ured, designed, or reconstructed for agricultural purposes and
used primarily by an eligible farnmer to grow, raise, or produce
agricultural products, but does not include lawn tractors and
all-terrain vehicles;

(1i) Aircraft;

(1i1) Hand tools and hand-powered tools; and

(tv) Property with a useful life of |ess than one year.

(())) (e)(i) "Replacenent parts" neans those parts that repl ace
an existing part, or which are essential to maintain the working
condition, of a piece of qualifying farm machinery or equipnent.
((However))

(ii) "Replacenent parts” shall not include paint, fuel, oil,
grease, hydraulic fluids, antifreeze, and simlar itens.

Sec. 2. RCWB82.12.855 and 2006 ¢ 172 s 2 are each anended to read
as follows:

(1) The provisions of this chapter do not apply in respect to the
use by an eligible farmer of replacenent parts for qualifying farm
machi nery and equi prment.
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(2) Notw thstanding anything to the contrary in this chapter, if
repl acenent parts are installed by the seller during the course of
repairing, cleaning, altering, or inproving qualifying farm machinery
and equi pnment and the seller nakes a separate charge for the parts, the
tax inposed by this chapter does not apply to the separately stated
charge to an eligible farmer for replacenent parts but only if the
separately stated charge does not exceed either the seller's current
publicly stated retail price for the parts or, if no ((separateby))
publicly stated retail price is available, the seller's cost for the
parts. However, the exenption provided by this section shall not apply
if replacenent parts are installed by the seller during the course of
repairing, cleaning, altering, or inproving qualifying farm machinery
and equi pnment and the seller makes a single nonitem zed charge for
providing the parts and service.

(3) The definitions, other than the definition of "eligible
farmer," and recordkeeping requirenents in RCW 82.08.855, other than
the exenption certificate requirenent, apply to this section.

(4) For purposes of this section, "eligible farnmer" neans a
taxpayer who is currently eliqgible for an exenption certificate under
RCW 82.08.855, or who is not currently eligible for an exenption
certificate under RCW 82.08.855 but was previously eligible for an
exenption certificate and the certificate would currently be valid,
regardless of whether the taxpayer has applied for an exenption
certificate under RCW 82. 08. 855.

(5)(a) If a taxpayer is an eligible farnmer under this section
because the taxpayer is eligible for an exenption certificate under RCW
82.08.855 but that exenption certificate would be subject to the
condition in RCW 82.08.855(3)(d), the exenption under this section
shall no longer apply if the condition in RCW 82.08.855(3)(d) is not
met.

(b)(i) Any taxes for which an exenption under this section no
| onger applies as a result of (a) of this subsection shall be based on
the value of the article used or value of the service used at the tine
of first use in this state. Such taxes are due January 31st of the
vear imediately following the first full calendar year in which the
person engaged in business as a farner.

(ii) The departnent shall assess interest on the taxes due under
this subsection (5)(b). Interest shall be assessed at the rate
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provided for delinguent excise taxes under chapter 82.32 RCW
retroactively to the date the replacenent part or service was first
used in this state, and shall accrue until the taxes for which the
exenption was clained are repaid. Penalties shall not be inposed on
any tax required to be repaid, if full paynent is received by the due
date.

(6) Except as provided in subsection (5) of this section, the
departnent shall not assess the tax inposed under this chapter against
a person who no longer qualifies as an eligible farnmer with respect to
the use of any articles or services exenpt under subsection (1) of this
section, if the person was an eligible farner when the first taxable
use of the articles or services in this state occurred.

~-- END ---
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