SENATE BILL REPORT
SB 5092

Asof January 16, 2025

Title: An act relating to a sales and use tax exemption for qualifying farm machinery and
equi pment.

Brief Description: Providing a sales and use tax exemption for qualifying farm machinery and
equipment.

Sponsors. Senators Boehnke, Chapman, Dozier, Krishnadasan, Muzzall and Wagoner.

Brief History:
Committee Activity: Agriculture & Natural Resources: 1/16/25.

Brief Summary of Bill

» Exempts certain small farmers from sales and use tax on qualifying farm
machinery and equipment.

SENATE COMMITTEE ON AGRICULTURE & NATURAL RESOURCES

Staff: Jeff Olsen (786-7428)

Background: Sales and Use Tax. Retail sales taxes are imposed on retail sales of most
articles of tangible personal property, digital products, and some services—including
construction. A retall saleis asale to the final consumer or end user of the property, digital
product, or service. If retail sales taxes were not collected when the user acquired the
property, digital products, or services, then use taxes apply to the value of property, digital
product, or service when used in this state. The state, most cities, and al counties levy
retail sales and use taxes. The state sales and use tax rate is 6.5 percent, local sales and use
tax rates vary from 0.5 percent to 4.1 percent, depending on the location.

Farmers with annual gross sales of agricultural products of $10,000 or more are exempt
from sales and use tax on the purchase of replacement parts for farm machinery and
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equipment. The exemption covers machinery and equipment designed for the purpose of
growing, raising, or producing agricultural products. Farmers must apply with the
Department of Revenue for an exemption certificate.

Tax Preference Performance Statement. State law provides for a range of tax preferences
that confer reduced tax liability upon a designated class of taxpayer. Tax preferences
include tax exclusions, deductions, exemptions, preferential tax rates, deferrals, and credits.
Currently, Washington has over 650 tax preferences, including a variety of sales and use tax
exemptions. Legislation that establishes or expands a tax preference must include a Tax
Preference Performance Statement that identifies the public policy objective of the
preference, as well as specific metrics that the Joint Legidative Audit and Review
Committee (JLARC) can use to evaluate the effectiveness of the preference. All new tax
preferences automatically expire after ten years unless an alternative expiration date is
provided.

Summary of Bill: A farmer with annual gross sales or harvest values less than $2 million
is exempt from sales and use tax on the purchase of qualifying farm equipment. The
exemption is available only when the buyer provides the seller with an exemption certificate
as prescribed by the Department of Revenue. An eligible farmer may not clam the
exemption more than once each calendar year.

To qualify for the exemption, the farm equipment must have been acquired by the eligible
farmer at a sales price of $10,000 or more. Farm equipment includes tractors, trailers,
combines, tillage implements, balers, and other equipment, including attachments and
accessories that are used in the planting, cultivating, irrigation, harvesting, and marketing of
agricultural, horticultural, or livestock products.

By January 1, 2034, JLARC must evaluate the fiscal impact of the exemption including
changes in the number of small- and medium-sized producers located in Washington. The
exemption expires October 1, 2035.

Appropriation: None.

Fiscal Note: Requested on January 6, 2025.

Creates Committee/Commission/Task Forcethat includes L egislative members. No.
Effective Date: The hill takes effect on October 1, 2025.

Staff Summary of Public Testimony: PRO: Washington is losing farms and needs to do
more to support investments in the agricultural industry. Washington is one of two states
that does not provide an exemption for farmers that purchase new machinery and

equipment. This proposal is targeted to smaller farms, who really need the assistance to
stay in existence. Washington equipment dealers are at a disadvantage and lose deals to
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other states. Stakeholders support this proposal to lower costs to help beginning farmers.

Persons Testifying: PRO: Senator Matt Boehnke, Prime Sponsor; Eric Wareham, North
American Equipment Dealers Association; Jesse Johnson, Farmer John Coalition.

Persons Signed In To Testify But Not Testifying: No one.
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