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PROPOSED RULE MAKING OFFICE OF THE CODE REVISER

STATEOF WASHINGTON
FILED

CR-102 (July 2022) TME. 121 P

(Implements RCW 34.05.320)
Do NOT use for expedited rule making WSR 24-09-056

Agency: Department of Revenue

Original Notice
1 Supplemental Notice to WSR
UJ Continuance of WSR

Preproposal Statement of Inquiry was filed as WSR 24-06-057 ; or

1 Expedited Rule Making--Proposed notice was filedas WSR _____; or
[ Proposal is exempt under RCW 34.05.310(4) or 34.05.330(1); or

[ Proposal is exempt under RCW ___ .

Title of rule and other identifying information: (describe subject) WAC 458-20-27901 (New Section) Clean alternative fuel
vehicles and plug-in hybrid vehicles.

Hearing location(s):

Date: Time: Location: (be specific) Comment:
May 22, 2024 10:00am |This meeting will be conducted |Please contact Cathy Holder at CathyH@dor.wa.gov
over the internet/telephone. for login/dial-in information.
Date of intended adoption: 6/3/2024 (Note: This is NOT the effective date)
Submit written comments to: Assistance for persons with disabilities:
Name: Leslie Mullin Contact Julie King
Address: PO Box 47453, Olympia, WA 98504-7453 Phone: 360-704-5733
Email: LeslieMu@dor.wa.gov Fax:
Fax: 360-534-1606 TTY: 800-833-6384
Other: Email:
By (date) May 31, 2024 Other:
By (date)

Purpose of the proposal and its anticipated effects, including any changes in existing rules: The purpose of this
proposal is to publish a new rule that addresses the sales and use tax exemption authorized under RCW 82.08.9999 and
82.12.9999, respectively, for certain clean energy vehicles. This rule is being written to provide additional guidance to buyers
and sellers of eligible vehicles, so they understand the exemption requirements and limitations.

Reasons supporting proposal: The new rule will assist buyers and sellers regarding exemption requirements and
limitations in purchasing and/or leasing such qualifying vehicles and ensure they are receiving the correct exemption amount.

Statutory authority for adoption: RCW 82.32.300; RCW 82.01.060(2).

Statute being implemented: RCW 82.08.9999; RCW 82.12.9999.

Is rule necessary because of a:

Federal Law? O Yes No
Federal Court Decision? O Yes No
State Court Decision? O Yes No

If yes, CITATION:

Agency comments or recommendations, if any, as to statutory language, implementation, enforcement, and fiscal
matters: None

Type of proponent: [ Private [ Public X Governmental
Name of proponent: (person or organization) Department of Revenue
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Name of agency personnel responsible for:

Name

Drafting: Leslie Mullin

Office Location

6400 Linderson Way SW, Tumwater, WA

Phone

360-534-1589

Implementation:  Heidi Geathers

6400 Linderson Way SW, Tumwater, WA

360-534-1615

Enforcement: Heidi Geathers

6400 Linderson Way SW, Tumwater, WA

360-534-1615

Is a school district fiscal impact statement required under RCW 28A.305.135?

If yes, insert statement here:

The public may obtain a copy of the school district fiscal impact statement by contacting:

Name:
Address:
Phone:
Fax:
TTY:
Email:
Other:

O Yes No

Is a cost-benefit analysis required under RCW 34.05.3287?
J Yes: A preliminary cost-benefit analysis may be obtained by contacting:

Name:
Address:
Phone:
Fax:
TTY:
Email:
Other:

No: Please explain: This rule is not a significant legislative rule as defined by RCW 34.05.328.

Regulatory Fairness Act and Small Business Economic Impact Statement
Note: The Governor's Office for Regulatory Innovation and Assistance (ORIA) provides support in completing this part.

(1) Identification of exemptions:

This rule proposal, or portions of the proposal, may be exempt from requirements of the Regulatory Fairness Act (see
chapter 19.85 RCW). For additional information on exemptions, consult the exemption guide published by ORIA. Please

check the box for any applicable exemption(s):

[ This rule proposal, or portions of the proposal, is exempt under RCW 19.85.061 because this rule making is being
adopted solely to conform and/or comply with federal statute or regulations. Please cite the specific federal statute or

regulation this rule is being adopted to conform or comply with, and describe the consequences to the state if the rule is not

adopted.
Citation and description:

[ This rule proposal, or portions of the proposal, is exempt because the agency has completed the pilot rule process
defined by RCW 34.05.313 before filing the notice of this proposed rule.

[ This rule proposal, or portions of the proposal, is exempt under the provisions of RCW 15.65.570(2) because it was

adopted by a referendum.

I This rule proposal, or portions of the proposal, is exempt under RCW 19.85.025(3). Check all that apply:

O RCW 34.05.310 (4)(b)
(Internal government operations)
O RCW 34.05.310 (4)(c)
(Incorporation by reference)
O RCW 34.05.310 (4)(d)
(Correct or clarify language)

O RCW 34.05.310 (4)(e)
(Dictated by statute)

O RCW 34.05.310 (4)(f)
(Set or adjust fees)

O RCW 34.05.310 (4)(9)

(() Relating to agency hearings; or (ii) process
requirements for applying to an agency for a license

or permit)

I This rule proposal, or portions of the proposal, is exempt under RCW 19.85.025(4) (does not affect small businesses).
I This rule proposal, or portions of the proposal, is exempt under RCW
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https://apps.leg.wa.gov/rcw/default.aspx?cite=28A.305.135
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.328
https://www.oria.wa.gov/site/alias__oria/934/Regulatory-Fairness-Act-Support.aspx
https://apps.leg.wa.gov/rcw/default.aspx?cite=19.85&full=true
https://www.oria.wa.gov/Portals/_oria/VersionedDocuments/RFA/Regulatory_Fairness_Act/RFA-Exemptions.docx
https://apps.leg.wa.gov/rcw/default.aspx?cite=19.85.061
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.313
https://apps.leg.wa.gov/rcw/default.aspx?cite=15.65.570
https://apps.leg.wa.gov/rcw/default.aspx?cite=19.85.025
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=19.85.025

Explanation of how the above exemption(s) applies to the proposed rule:

(2) Scope of exemptions: Check one.

I The rule proposal is fully exempt (skip section 3). Exemptions identified above apply to all portions of the rule proposal.
I The rule proposal is partially exempt (complete section 3). The exemptions identified above apply to portions of the rule
proposal, but less than the entire rule proposal. Provide details here (consider using this template from ORIA):

The rule proposal is not exempt (complete section 3). No exemptions were identified above.

(3) Small business economic impact statement: Complete this section if any portion is not exempt.

If any portion of the proposed rule is not exempt, does it impose more-than-minor costs (as defined by RCW 19.85.020(2))
on businesses?

No  Briefly summarize the agency’s minor cost analysis and how the agency determined the proposed rule did not
impose more-than-minor costs. The proposed new rule provides information and examples for the sales and use tax
exemption for certain clean energy vehicles authorized under RCW 82.08.9999 and 82.12.9999, respectively. The
proposed new rule does not impose more than minor costs on businesses, as it does not propose any new tax rate, tax
measure, reporting or recordkeeping requirements not already established by these statutes.

I Yes Calculations show the rule proposal likely imposes more-than-minor cost to businesses and a small business
economic impact statement is required. Insert the required small business economic impact statement here:

The public may obtain a copy of the small business economic impact statement or the detailed cost calculations by
contacting:

Name:
Address:
Phone:
Fax:
TTY:
Email:
Other:

Date: April 15, 2024 Signature:

Name: Brenton Madison éfw/\

Title: Rules Coordinator
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

NEW SECTION

WAC 458-20-27901 Clean alternative fuel vehicles and plug-in hy-
brid wvehicles. (1) (a) Introduction. This rule provides information
about the retail sales and use tax exemption (exemption) in RCW
82.08.9999 and 82.12.9999 for the purchase, lease, or use of clean al-
ternative fuel vehicles and certain plug-in hybrid vehicles.

(b) Other rules that may apply. Readers may want to refer to oth-
er rules for additional information, including the following:

(i) WAC 0-108 Selling price—Credit card service fees, for-
eign curreng ounts, patronage dividends.

0-178 Use tax and the use of tangible personal

47 Trade-ins, selling price, sellers' tax meas-
angible personal property warranties and

§ cludes examples that identify certain
facts and : . These examples should only be used
as a genera [ s of other situations must be deter-
mined after a revie ts and circumstances.

(2) Definitij g definitions apply throughout this
rule:

(a) "Clean alternati
gen, or electricity, whe
the California motor vel
California Code of Reg
rules of the Washington

(b) "Fair market val
ticle used" in RCW 82.12.0
fair market value of a leased clean &
vehicle is generally determined accoz
at the place of use of vehicles of ¢
fair market value includes delivery
essary to complete the lease. RCW 82\

(c) "New wvehicle" has the same m
RCW 46.04.358 and means any motor vehic

(i) Is self-propelled;

(ii) Is required to be registered and titled under Tit

(iii) Has not Dbeen previously titled to a retail
lessee; and

(iv) Is not a used vehicle as defined in (h) of t

(d) "Plug-in hybrid vehicle" is a vehicle that at least one
method of propulsion capable of being reenergi by an external
source of electricity and capable of traveling at least 30 miles using
only battery power.

(e) "Qualification period end date" means August 1, 2025.

(f) "Qualification period start date" means August 1, 2019.

(g) "Selling price" has the same meaning as used 1in RCW
82.08.010. Selling price includes charges for delivery and installa-
tion, for vehicle accessories purchased as part of the purchase of the
vehicle, and any other charges for services necessary to complete the
sale. RCW 82.08.010; WAC 458-20-108; 458-20-178; 458-20-247. The sell-
ing price does not include the wvalue of any trade-in. However, for

" means natural gas, propane, hydro-
sed as a fuel dmn a motor vehicle that meets
dards in Title 13 of the
January 1, 2019, and the
f ecology.

meaning as "value of the ar-
of this rule, the
or plug-in hybrid
il selling price
character. The
ervices nec-

in

subsection.
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

purposes of this exemption, the wvalue of any trade-in is added to the
selling price to determine exemption eligibility.

(h) "Used wvehicle" has the same meaning as "used vehicle"™ in RCW
46.04.660 and means a vehicle that:

(1) Has been sold, bargained, exchanged, given away, or title
transferred from the person who first took title to it from the manu-
facturer or first importer, dealer, or agent of the manufacturer or
importer; and

(ii) Is used in a manner to have become what is commonly known as
"secondhand."

(3) Exe . A sales and use tax exemption applies to new or
used passeng light duty trucks, or medium duty passenger vehi-

I ower requirements and are within the value limita-

tions de . A person may not claim this exemption if the
exempti .08.993 or 82.12.817(2) is claimed.

j The exemption applies only to the sale,
lease ' either exclusively powered by a clean al-

brid vehicle.
icles. The department of licensing must
all vehicle models eligible for this
issue final rulings on vehicle mod-
is not responsible for repayment of
5 listed as of the date it was pur-
signed, and met the other exemption
removed from the list.
ing price plus the trade-in
value of property of 1i sales at the time of pur-
chase, or the fair marke es at the inception of the
lease agreement, may not\e: Owling amounts:
(1) New vehicles: $4°F
(ii) Used wvehicles:
(d) Trade-in wvalues. When dete new or used vehi-
cle is eligible for the exemption ' e value of any
trade-in vehicle must be added to the e vehicle.
Example 1. An automobile dea alternative
fuel vehicle for $53,000. As part accepts a
trade-in vehicle from the buyer with $10,000,
resulting in a taxable selling price o . le does
not qualify for the exemption because the selling price, ined in
subsection (2) of this rule, plus the vehicle trade-i
$10,000, exceeds the new vehicle value limit of $45,000.
(e) Determining amount subject to retail sales ta er-
mining the new or used vehicle qualifies for the exemp , the seller
must then determine the eligible exemption amount a cribed in the
table in this subsection (3) (e). The amount subj o retail sales
tax i1s calculated by subtracting the exemption amount and the trade-in
allowance, if any, from the selling price. In the case of a lease, the
exemption amount applies up to the eligible exemption amount identi-
fied in the table in this subsection (3) (e) for lease payments made,
and any additional selling price of the leased vehicle if the original
lessee purchases the leased vehicle before the qualification period
end date. The exemption amounts are provided below and based on the
date of purchase or date of the signed lease agreement.

tax exemptio
el eligibility. A
the tax exemption
chased or the 1é
requirements, and is subss¢

(c) Eligible wvehicle
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

Exemption amount Exemption amount
Date of purchase/Date of signed lease agreement (New vehicles) (Used vehicles)
August 1, 2019 - July 31, 2021 $25,000 )
August 1, 2021 - July 31, 2023 $20,000 Total sales price or $16,000,
whichever is less
August 1, 2023 - July 31, 2025 $15,000

Example 2. In February 2022, an automobile dealer sells a new
clean alternative fuel vehicle for $44,000, before factoring in a
trade-in allowance. The purchaser provides a down payment of $5,000
and the deale accepts a trade-in vehicle from the buyer with an
agreed upon v of $7,000 and finances the remaining $32,000. The
ies for the exemption because the taxable selling
us the wvalue of the buyer's trade-in wvehicle of

s not exeeed the $45,000 limit. To determine the amount of
subject to aill sales tax, the dealer will subtract the ex-

price of

empt amount indi ed in the chart in subsection (3) (e) of this
rule e from the vehicle's selling price. The
selle S $44,000 in gross revenue under the re-
tailing ' > ax classifications, then report a $7,000
trade-in 1 » a $20,000 clean alternative fuel ve-

hicle deduction from i ales tax classification. The retail
sales taxable amo > 'he retailing B&O taxable amount 1is
$44,000.
Example 3. 3, an automobile dealer (who 1is as-
requency) leased a new clean alterna-
11r market value of $42,000. The new leased

its fair market wvalue 1is

tive fuel vehicle with a
vehicle qualifies for t
545,000 or less. The ma
The lease covers a 36-mg&
$500. The lessee decides t

he monthly lease payment is
ehicle following the expira-
Because the lessee
sing the wvehicle,
ay be deducted
sales taxable

paid $18,000 in total lease payments
the remaining available exemption i
from the selling price of $24,000, r
amount of $22,000.

For the entire 36-month lease ¥ ' equired to
report $500 in gross revenue from mont nts under
the retailing B&0O and retail sales tax of its
monthly excise tax returns, then report a $500 deduction fr e re-
tail sales tax classification, resulting in a retail able
amount of $0. The seller may not claim a deduction for B o-
ses, resulting in a retailing B&0O taxable amount of . For%the

000 in gross
assifications,
uction from the
axable amount is

March 2026 return, the seller is required to report
revenue under the retailing B&0O and retail sales ta
then report a $2,000 clean alternative fuel vehicl
retail sales tax classification. The retail sales
$22,000. The retailing B&O taxable amount is $24,000.

(f) Exemption eligibility dates.

(1) Sales. For vehicle sales, the sale must be made between Au-
gust 1, 2019, and July 31, 2025, to qualify for the exemption. Sales
of vehicles after July 31, 2025, do not qualify for the exemption.

(ii) Leases. For vehicle leases, the lease agreement must be
signed between August 1, 2019, and July 31, 2025, to qualify for the
exemption. Lease agreements signed after July 31, 2025, do not qualify
for the exemption. However, leases that qualified for the exemption
before August 1, 2025, will continue to receive the exemption on any
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

lease payments due through the remainder of the lease through July 31,
2028. RCW 82.08.9999(7) .

Example 4. A lessee signs a four-year vehicle lease agreement for
an eligible wvehicle on June 15, 2025, with the first payment due on
July 15, 2025, and the last payment due on June 15, 2029. Because this
exemption expires on August 1, 2028, the retail sales tax exemption
will be applied to each lease payment, beginning July 15, 2025, and
continue until the earlier of July 31, 2028, or until the available
exemption amount is reduced to zero.

(4) eeping. The seller, or lessor in the case of a lease,
of any eligib chicle, new or used, must keep the following records
lepartment of revenue to verify eligibility:

2, model, and year;
ehicle was sold or leased;
for purchased vehicles, or fair market value at
for leased vehicles;
irt date of lease;
buding monthly lease payment and length of

lease; a
(f)
vehicle, ‘

leased vehicle.

for the incentive claimed for each
nthly amount to be claimed for each
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