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number of commercial licenses and vessel delivery ygy,
permits valid for salmon." Message

Section 5 restricts the number of  commercial
salmon flshln?, licenses_held b an¥ licensee to
the number of licenses held in 1973 for each tyge
of commercial gear. This restriction contradicts
and is inconsistent = with, other | provisions
ertaining to the  limitation on issuance of
icenses appearing in sections 2 4, and 6.
Accordingly, I have vetoed section 5.

Section 8 authorizes issuance of additional
licenses and ermits in a namber not exceeding
three percent o the total number issued the
revious ear. Based on_ present licensin

igures, _the potential number of additiona
commerclal licenses over a three year period at
this rate of increase would be ip excess of four
hundred, This result would be inconsistent with
the basic aim of the bill to impose a moratorium
on the_ issuance of new licenses. Section 10 of
the bill also directs the Department of FPisheries
and the industry to _evaluate contlnuallg the
status of our combercial salmon resources and the
fishing industry as affected by the provisions of
this act. If" there, is reason o ,allow an
increased_ number of licenses, such action_should
accordingly be recommended to the Legislature.
Fort_thege reasons, I have determined to veto
section 8.

With the foregoin exceptions, the remainder of
Engrossed Third Substitute Senafe Bill No. 2940
is approved."

CHAPTER 185
[House Bill No. 1]
SALES AND USE TAXES——PRESCRIPTION DRUGS,
RETURNABLE CONTAINERS, EXEMPTIONS

AN ACT Relating to revenue and taxation; -amending section 82.08.030,
chapter 15, Laws of 1961 as last amended by section 1, chapter

11, Laws of 1971 ex. sess. and RCW 82,08.030; amending section

82.12.030, chapter 15, 1Laws of 1961, as last amended by

section 10, chapter 299, Laws of 1971 ex. sess. and RCW

82.12.030; and prescribing an effective date.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON:

Section 1. Section 82.08.030, chapter 15, Laws of 1961 as
last amended by section 1, chapter 11, Laws of 1971 ex. sess. and RCW
82.08.030 are each amended to read as follows:

The tax hereby levied shall not apply to the following sales:

(1) Casual and isolated sales of property or service, unless
made by a person who is engaged in a business activity taxable under
chapters 82.04, 82.16 or 82.28: PROVIDED, That the exemption
provided by this paragraph shall not be construed as providing any
exemption from the tax imposed by chapter 82.12;

(2) Sales made by persons in the course of business
activities with respect to which tax 1liability is specifically
imposed wunder chapter 82.16, when the gross proceeds from such sales
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nust be included in the mneasure of the tax imposed under said
chapter;

(3) The distribution and newsstand sale of newspapers;

(4) Sales which the state is prohibited from taxing under the
Constitution of this state or the Constitution or laws of the United
States;

(5) Sales of motor vehicle fuel used in aircraft by the
nanufacturer thereof for research, development, and testing purposes
and sales of motor vehicle fuel taxable under chapter 82.36:
PROVIDED, That the use of any such fuel upon which a refund of the
motor vehicle fuel tax has been obtained shall be subject to the tax
imposed by chapter 82.12;

(6) Sales (including transfers of title through decree of
appropriation) heretofore or hereafter made of the entire operating
property of a publicly or privately owned public wutility, or of a
complete operating integral section thereof, to the state or a
political subdivision thereof for use in conducting any business
defined imn subdivisions (1), (2), (3), (&), (5), (6), (), (), (9),
(10) or (11) of RCW 82.16.010;

(7) Auction sales made by or through auctioneers of tangible
personal property (including household goods) which have been used in
conducting a farm activity, when the seller thereof is a farmer and
the sale is held or conducted upon a farm and not otherwise;

(8) Sales to corporations which have been incorporated under
ary act of the congress of the United States and whose principal
purposes are to furnish volunteer aid to members of armed forces of
the United States and also to carry on a system of rational and
international relief and to apply the same in mitigating the
sufferings caused by pestilence, famine, fire, floods, and other
national calamities and ¢to devise and carry on measures for
preventing the same;

(9) Sales of purebred livestock for breeding purposes where
the animals are registered in a nationally recognized breed
association; sales of cattle and milk cows used on the farm;

(10) Sales of tangible personal property (other than the type
referred to in subdivision (11) hereof) for use by the purchaser in
connection with the business of operating as a private or comnon
carrier by air, rail, or water in interstate or foreign commerce:
PROVIDED, That any actual use of such property in this state shall,
at the time of such actual use, be subject to the tax imposed by
chapter 82.12;

(11) Sales of airplanes, locomotives, railroad cars, or
watercraft for use in conducting interstate or foreign commerce by
transporting therein or therewith property and persons for hire or
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for use in conducting commercial deep sea fishing operations outside
the territorial wvaters of the state; also sales of tangible personal
property vwhich becomes a component part of such airplanes,
locomotives, railroad «cars, or watercraft, and of motor vehicles or
trailers whether owned by or leased with or without drivers and used
by the holder of a carrier permit issued by the Interstate Commerce
Commission authorizing transportation by motor vehicle across the
boundaries of this state, an the course of constructing, repairing,
cleaning, altering, or improving the same; also sales of or charges
made for labor and services rendered in respect to such constructing,

repairing, cleaning, altering, or improving;

(12) sSales of motor vehicles and trailers to be used for the
purpose of transporting therein persons or property for hire in
interstate or foreign commerce whether such use is by the owner or
whether such motor vehicles and trailers are leased to the user with
or without drivers: PROVIDED, That the purchaser or user must be the
holder of a carrier permit issued by +the Interstate Commerce
Commission and that the vehicles will first move upon the highways of
this state from the point of delivery in this tate to a point
outside of +this state under the authority of a one-transit permit
issued by the director of motor vehicles pursuant to the provisions
of RCW 46.16.100;

(13) Sales of motor vehicles and trailers to norresidents of
this state for use outside of this state, even though delivery be
made within this state, but only when (a) the vehicles or trailers
will be taken from the poirt of delivery in this state directly to a

point outside tﬁis §tate under the authority of a one-transit pernmit

issued by the director of motor vehicles pursuant to the provisions
of RCW 46.16.100, or (b) said motor vehicles and trailers will be
registered and 1licensed immediately under the laws of the state of
the purchaser's residence, will not be used in this state more than
three months, and will not be required to be registered and licensed
under @he laws of this state;

{(14) Sales to nonresidents of this state for use outside of
this state of tangible personal property which becomes a component
part of any machinery or other article of personal property belonging
to such nonresident, in the course of installing, repairing,
cleaning, altering, or improving the same and also sales of or
charges made for labor and services rendered in respect to any
installing, repairing, cleaning, altering, or improving, of personal
property of or for a nonresident, but this subsection (14) shall
apply only wher the seller agrees to, and does, deliver the property
to the purchaser at a point outside this state, or delivers <the
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property to a common or bona fide private carrier consigned to the
purchaser at a point outside this state;

(15) Sales to nonresidernts of this state for use outside of
thls state of watercraft requiring coast guard registration or
registration by the state of principal use according to the Federal
Boating Act of 1958, even though delivery be made within this state,
but only when (a) the watercraft will not be used within this state
for more than forty-five days and (b) an appropriate exemption
certificate supported by identification ascertaining residence as
provided by the department of revenue and signed by the purchaser or
his agent establishing the fact that the purchaser is a nonresident
and that the watercraft is for use outside of this state, one copy to
be filed with the department of revenue with the regular report and a
duplicate to be retained by the dealer.

(16) Sales of poultry for use in the production for sale of
poultry or poultry products.

(17) Sales to nonresidents of this state for use outside of
this state of machinery and implements for use in conducting a
farming activity, when such machinery and implements will be
transported immediately outside the state. As proof of exemption, an
affidavit or certification in such form as the department of revenue
shall require shall be made for each such sale, to be retained as a
business record of the seller.

(18)° sales for use in states, territories and possessions of
the United States which are not contiguous to any other state, but
only when, as a necessary incident to the contract of sale, the
seller delivers the subject matter of the sale to the purchaser or
his designated agent at the usual receiving terminal of the carrier
selected to transport the goods, under such circumstances that it is
reasonably certain that the goods will be +transported directly to a
destination in such noncontiguous states, territories and
possessions.

(19) Sales to municipal corporations, the state, and all
political subdivisions thereof of tangible personal property consunmed
and/or of labor and services rendered in respect to contracts for
wvatershed protection ard/or flood prevention. This exemption shall
be limited to that portion of the selling price which is reimbursed
by +the United States government according to the provisions of the
Watershed Protection and Flood Prevention Act, Public Laws 566, as
amended;

(20) Sales of semen for use in the artificial insemination of
livestock;

(21) Sales to nonresidents of this state of tangible personal
property for use outside this state when the purchaser has applied
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for and received from the department of revenue a permit certifying
(1) that he 1is a bona fide resident of a state or possession or
Province of Canada other than the state of Washington, (2) that such
state, possession, or Province of Canada does not impose a retail
sales tax or use tax of three percent or more or, if imposing such a
tax, permits Washington residents exemption from otherwise taxable
sales by reason of their residence, and (3) that he does agree, vwhen
requested, to grant the department of revenue access to such records
and other forms of verification at his place of residence to assure
that such purchases are not first used substantially in the state of
Washington,

Any person claiming exemption from retail sales tax under the
provisions of this subsection must display a nonresident permit as
herein provided, and any vendor making a sale to a nonresident
without collecting the tax must examine such permit, identify the
purchaser as the ©person to whom the nopresident permit was issued,
and maintain records which shall show the permit number attributable
to each nontaxable sale.

Permits shall be personal and nontransferable, shall be
renevable annually, and shall be issued by the department of revenue
upon payment of a fee of one dollar. The department may in its
discretion designate independent agents for the issuance of permits,
according to such standards and qualifications as the department may
prescribe. Such agents shall pay over and account to the department
for all permit fees collected, after deducting as a collection fee
the sum of fifty cents for each permit issued.

Any person making fraudulent statements in order to secure a
permit shall be guilty of perjury. Any person making tax exempt
purchases by displaying a permit not his own, or a counterfeit
permit, with intent to violate the provisions of this subsection
shall be guilty of a misdemeanor and, in addition, may be subject to
a penalty not to exceed the amount of the tax due on such purchases.
Any vendor who makes sales without collecting the tax to a person who
does not hold a valid permit, and any vendor who fails to maintain
records of permit numbers as provided in this section shall be
personally liable for the amount of tax due. |

(22) Sales of form lumber to any person engaged in the
constructing, repairing, decorating, or improving of new or existing
buildings or other structures under, upon or above real property of
or for consumers: PROVIDED, That such lumber is used or to be used
first by such person for the molding of concrete in a single such
contract, project or Jjob and is thereafter incorporated into the
product of that same contract, project or job as an ingredient or
component thereof.
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{(23) Sales of, cost of, or charges made for 1labor and
services performed in respect to the mining, sorting, crushing,
screening, washing, hauling, and stockpiling of sand, gravel and rock
when such sand, gravel, or rock is taken from a pit or gquarry which
is owred by or leased to a county or a city, and such sand, gravel,
or rock is (1) either stockpiled in said pit or quarry for placement
or is placed on the street, road, place, or highway of the county or
city by the county or city itself, or (2) sold by the county or city
to a county, or a city at actual cost for placement onrn a publicly
owned street, road, place, or highway. The exemption provided for in
this subsection shall not apply to sales of, cost of, or charges made
for such labor and services, if the sand, gravel, or rock is used for
other thar public road purposes or is sold otherwise than as provided
for in this subsection.

(24) sales of wearing apparel to persons who themselves use
such wearing apparel only as a sample for display for the purpose of
effecting sales of goods represented by such sample.

(25) Sales of pollen.

(26) sSales to one political subdivision by another political
subdivision directly or indirectly arising out of or resulting from
the annexation or incorporation of any part of the territory of one
political subdivision by another.

(27) The renting or leasing of motor vehicles and trailers to
a nonresident of this state for use exclusively in transporting
persons or property across the boundaries of this state and in
intrastate operations incidental thereto when such motor vehicle or
trailer is registered and 1licensed in a foreign state and for
purposes of this exemption the term "nonresident" shall apply to a
renter or lessee who has one or more places of business in this state
as well as in one or more other states but the exemption for
nonresidents shall apply only to those vehicles which are most
frequently dispatched, garaged, serviced, maintained and operated
from the renter's or lessee's place of business in another state.

{28) sSales of prescription drugs. CThe term "prescription
drugs” shall include any medicine, drug, prescription lens, or other
substance other than food for use in the diagnosis itigation,

0 humaps [or|

b1
V-{seterinarian]or ‘other person duly authorized by law of this state or
t

laws of another jurisdiction

{29) Sales of returnable container

s for
including but not limited to soft drinks, milk, beer, and mixers.
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Sec. 2. Section 82.12.030, chapter 15, Laws of 1961, as last
amended by section 10, chapter 299, laws of 1971 ex. sess. and RCW
82.12.030 are each amended to read as follows:

The provisions of this chapter shall not apply:

(1) In respect to the use of any article of tangible personal
property brought into +the state by a nonresident thereof for his use
or enjoyment while temporarily within the state unless such property
is used in conducting a nontransitory business activity within the
state; or in respect to the use by a nonresident of this state of a
motor vehicle which is registered or licensed under the laws of the
state of his residence and is not used in this state more than three
months, and which is not required to be registered or licensed under
the laws of this state; or in respect to the use of household goods,
personal effects and private automobiles by a bona fide resident of
this state, if such articles were acquired and used by such person in
another state while a bona fide resident thereof and such acquisition
and use occurred more than thirty days prior to the time he entered
this state;

(2) In respect to the use of any article of tangible personal
property purchased at retail or acquired by lease, gift or bailment
if the sale thereof to, or the use thereof by, the present user or
his bailor or donor has already been subjected to the tax under
chapter 82.08 or 82.12 and such tax has been paid by the present user
or by his bailor or donor; or in respect to the use of property
acquired by bailment and such tax has once been paid based on
reasonable rental as determined by RCW 82.12.060 measured by the
value of the article at time of first use multiplied by the tax rate
imposed by chapter 82.08 or 82.12 as of the time of first use; or in
respect to the use of any article of tangible personal property
acquired by bailment, if the property was acquired by a previous
bailee from the same bailcor for use in the same general activity and
such original bailment was prior to June 9, 1961;

(3) 1In respect to the use of any article of tangible personal
property the sale of which is specifically taxable under chapter
82.16;

(4) In respect to the use of any airplane, locomotive,
railroad car, or watercraft used primarily in conducting interstate
or foreign commerce by transporting therein or therewith property and
persons for hire or used primarily in commercial deep sea fishing
operations outside the territorial waters of the state, and in
respect to use of tangible personal property which becomes a
component part of any such airplane, locomotive, railroad car, or
vatercraft, and in respect to the use by a nonresident of this state
of any motor vehicle or trailer used exclusively in transporting

[ 665 1]



Ch._185 HASHINGTON_LANS,_ 1974 _1st_Ek.Sess._(43rd _Legis.3rd_Ex.S.)

persons or property across the boundaries of this state and in
intrastate operations incidental thereto when such motor vehicle or
trailer is registered and licensed in a foreign state and in respect
to the use by a nonresident of this state of any motor vehicle or
trailer so registered and licensed and used within this state for a
period not exceeding fifteen consecutive days under such rules as the
department of revenue shall adopt: PROVIDED, That under
circumstances determined to Dbe Jjustifiable by the department of
revenue a second fifteen day period may be authorized consecutive
with the first fifteen day period; and for the purposes of this
exenption the term "nonresident" as used herein, shall include a user
vho has one or more places of business in this state as well as in
one or more other states, but the exemptior £oO0r nonresidents shall
apply only to those vehicles which are most frequently dispatched,
garaged, serviced, maintained, and operated from the user's place of
busiress in another state; and in respect to the use by the holder of
a carrier permit issued by the Interstate Commerce Commission of any
motor vehicle or trailer vhether owned by or leased with or without
driver to the permit holder and used in substantial part in the
normal and ordinary course of the user's business for transporting
therein persons or property for hire across tlie boundaries of this
state if ¢the first use of which within this state is actual use in
conducting interstate or foreign commerce; and in respect to the use
of any motor vehicle or trailer while being operated under the
authority of a one-transit permit issued by the director of motor
vehicles pursuant to RCW 46.16.100 and moving upon the highways from
the point of delivery in this state to a point outside this state;
and in respect to the use of tangible personal property which becomes
a component part of any motor vehicle or trailer used by the holder
of a carrier permit issued by the Interstate Commerce Commission
authorizing transportation by motor vehicle across the boundaries of
this state whether such motor vehicle or trailer is owned by or
leased with or without driver to the permit holder;

(S5) In respect to the use of any article of tangible personal
property which the state is prohibited from taxing under the
Constitution of the state or under the Constitution or laws of the
United States;

(6) In respect to the use of motor vehicle fuel used in
aircraft by the manufacturer thereof for research, development, and
testing purposes and motor vehicle fuel taxable under chapter 82.36:
PROVIDED, That the use of such fuel upon which a refund of the motor
vehicle fuel tax is obtained shall not be exempt, and the director of
notor vehicles shall deduct from the amount of such tax to be
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refunded the amount of tax due under this chapter and remit the same
each month to the department of revenue;

(7) In respect to the use of any article of tangible personal
property included within the +transfer of the title to the entire
operating property of a publicly or privately owned public wutility,
or of a complete operating integral section thereof, by the state or
a political subdivision thereof in conducting any business defined in
subdivisions (1), (2), (3), (), (5), 6), (7}, (B, (9), (10), or
(11) of RCW 82.16.010;

(8) In respect to the use of tangible personal property
(including household goods) which have been used in conducting a farm
activity, if such property was purchased from a farmer at an auction
sale held or conducted by an auctioneer upon a farm and not
otherwise;

(9) 1In respect to the use of tangible personal property by
corporations which have been incorporated under any act of the
congress of the United States and whose principal purposes are to
furnish volunteer aid to members of the armed forces of the United
States and also to carry on a system of national and international
relief and to apply the same in mitigating the sufferings caused by
pestilence, famine, fire, flood, and other national calamities and to
devise and carry on measures for preventing the same;

(10) 1In respect to the use of purebred livestock for breeding
purposes where said animals are registered in a nationally recognized
breed association; sales of cattle and milk cows used on the farm;

(11) In respect to the use of poultry in the production for
sale of poultry or poultry products;

(12) In respect to the use of fuel by the extractor or
manufacturer thereof when used directly in the operation of the
particular extractive operation or manufacturing plant which produced
or manufactured the same;

(13) In respect to the use of motor vehicles, equipped with
dual controls, which are loaned to and used exclusively by a school
in connection with its driver training program: PROVIDED, That this
exemption and the term "school"™ shall apply only to (a) the
University of Washington, Washington State University, the state
colleges and the state community colleges or (b) any public, private
or parochial school accredited by either the state board of education
or by the University of Washington (*he state accrediting station) or
(c) any public vocational school meeting the standards, courses and
requirements established and prescribed or approved 1in accordance
with the Community College Act of 1967 (chapter 8, Laws of 1967 first
extraordinary session);
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(14) In respect to the use by a bailee of any article of
tangible personal property which is entirely consumed in the course
of research, development, experimental and testing activities
conducted by the user, provided the acquisition or use of such
articles by the bailor was not subject to the taxes imposed by
chapter 82.08 or chapter 82.12;

(15) In respect to the use by residents of this state of
motor vehicles and trailers acquired and used while such persons are
members of the armed services and are stationed outside this state
pursuant to military orders, but this exemption shall not apply to
members of the armed services called to active duty for +training
purposes for periods of less than six months and shall not apply to
the use of motor vehicles or trailers acquired less than thirty days
prior to the discharge or release from active duty of any person from
the armed services;

(16) In respect to the use of semen in the artificial
insemination of livestock;

(17) In respect to the use of form lumber by any person
engaged in the constructing, repairing, decorating or improving of
new or existing buildings or other structures under, upon or above
real property of or for consumers: PROVIDED, That such 1lumber is
used or to be used first by such person for the molding of concrete
in a single such contract, project or job and 1is thereafter
incorporated 1into the product of that same contract, project or job
as an ingredient or component thereof;

(18) In respect to the use of any sand, gravel, or rock to
the extent of the cost of or charges made for 1labor and services
performed in respect to the mining, sorting, crushing, screening,
washing, hauling, and stockpiling such sand, gravel, or rock, when
such sand, gravel, or rock is taken from a pit or quarry which is
owned by or leased to a county or a city, and such sand, gravel, or
rock 1is (1) either stockpiled in said pit or quarry for placement or
is placed on the street, road, place, or highway of the county or
city by the county or city itself, or (2) sold by the county or city
to a‘'county, or a city at actual cost for placement on a publicly
owned street, road, place, or highway. The exemption provided for in
this subsection shall not apply to the use of such material +to the
extent of the cost of or charge made for such labor and services, if
the material is used for other than public road purposes or is sold
otherwise than as provided for in this subsection.

(19) In respect to the use of wearing apparel only as a
sanple for display for the purpose of effecting sales of goods
represented by such sample.
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(20) 1In respect to the use of tangible personal property held
for sale and displayed in single trade shows for a period not in
excess of thirty days, the primary purpose of which is to promote the
sale of products or services.

(21) In respect to the use of pollen.

(22) In respect to the use of the personal property of one
political subdivision by another political subdivision directly or
indirectly arising out of or resulting from the annexation or
incorporation of any part of the territory of one political
subdivision by another.

{23) 1Ip respect to the use of prescription drugs. ZThe term
"prescription drugs" shall include any medicine, drug, prescription
lens, or other substance other than food for use in the diagnosis,
cure. Dnitigation, treatment, or prevention of disease or other _
ailment in humans|or animals|ordered by the written direction of a =
dentist, physician, [¥eterinarian[or other person duly authorized by v

n
law of this state or laws of another Jjurisdiction to issue such

f <returnable containers r

E; [e] for
and foods, including b not limited to soft drinks, milk,

Sec. 3 This 1974 amendatory act is necessary for
the immediate preservation of the public peace, health and safety,
the support of the state government and its existing public
institutions, and shall take effect July 1, 1974,

Passed the House April 23, 1974.

Passed the Senate April 23, 1974, ) )

Approved by  the Govermor May 6, 1974, with the exception of
. .certain items which are vefoed.

Filed in Office of Secretary of State May 6, 1974.

Note: Governor's explanation of partial vefo is as follows:

. "I am returnipg herewith without my approval as to
certain items House Bill No. 1 entitled:
Veto

“AN ACT Relating to revenue and taxation." Message

This act exempts from the retail sales tax and
use  tax prescription drugs and returnable
containers for food and beverades.

Section 1(28) and section 2(23{ contain identical
items which would include in he definition_ 9of
prescription drugs arimal  drugs prescribed by
veterinarians. . The exemption "of prescription
drugs for_our citizens is a _meritorious action by
the Legislature which accords a degree of equit
in . an_ area of basic  human need. No “suc
rationale, nor any other —compelling reason,
exists for exemptlng.anlmal drugs from the _sales
and use tax. Accordingly, I ave vetoed the
referenced items.

¥ith the excegtion of the foregoing items which T
have vetoed, the remainder of flousé Bill No. 1 is
approved."
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