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AMENDATORY SECTION: (Amending WSR 99-11-106, filed 5/19/99)

WAC 458-20-263 Fuel cell, ((W)Hwind, landfill gas, and solar
energy electric generating facilities sales and use tax exemption.
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Tfall due on or after April 3, 1998, can qualify for exemption,
regardless—of-when—thelease—was—initiatedy))

(1) Introduction. This rule explains the retail sales and
use tax exemptions provided by RCW 82.08.02567 and 82.12.02567 for
the sale and/or use of machinery and equipment used directly in
generating electricity using fuel cells, wind, landfill gas, or
solar energy as the principal source of power. These exemptions
expire June 30, 2009.

(2) Retail sales and use tax exemptions. The following
exemptions apply for retail sales and use taxes.

(a) For periods before July 1, 2001, the retail sales tax
does not apply to the purchase or lease of machinery and equipment
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used directly in generating electricity using wind, landfill gas,
or solar energy as the principal power source, but only if the
purchaser develops with such machinery and equipment a facility
capable of generating at least two hundred kilowatts of
electricity.

For this period, RCW 82.12.02567 provided a corresponding use
tax exemption for the use of machinery and equipment for these
purposes.

(b) Effective July 1, 2001, the retail sales tax does not
apply to the purchase or lease of machinery and equipment used
directly in generating electricity using fuel cells, wind,
landfill gas, or solar energy as the principal power source, but
only 1T the purchaser develops with such machinery and equipment a
facility capable of generating at least two hundred watts of
electricity. See RCW 82.08.02567.

For this period, RCW 82.12.02567 provides a corresponding use
tax exemption for the use of machinery and equipment for these
purposes, except that no use tax exemption existed with regard to
fuel cells until June 10, 2004. Between July 1, 2001 and June 10,
2004, although the purchase of machinery and equipment used
directly in generating electricity using fuel cells i1s exempt from
sales tax, the purchaser owes use tax upon the first use iIn this
state of the machinery and equipment.

(3) What is "machinery and equipment?'" "Machinery and
equipment’” means industrial fixtures, devices, and support
facilities that are integral and necessary to the generation of
electricity using fuel cells, the wind, landfill gas, or solar
energy as the principal source of power.

"Machinery and equipment™ does not include:

(a) The utility grid system;

(b) Hand tools;

(c) Property with a useful life of less than one year;

(d) Repair parts required to restore machinery and equipment
to normal working order;

(e) Replacement parts that do not increase productivity,
improve efficiency, or extend the useful life of the machinery and
equipment;

(f) Buildings; or

(g) Building fixtures that:

(1) Are permanently affixed to and become a physical part of
a building; but

(i1) Are not integral and necessary to the generation of
electricity.
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(4) When i1s machinery and equipment "used directly" in
generating electricity? Machinery and equipment is used directly
to generate electricity when it is used to:

(a) Capture the energy of fuel cells, the wind, landfill
gas, or solar energy;

(b) Convert that energy to electricity; or

(c) Store, transform, or transmit that electricity for entry
into or operation in parallel with electric transmission and
distribution systems.

(5) Examples of qualifying machinery and equipment. This
subsection provides examples of machinery and equipment that is
used directly in generating electricity and qualifies for the
retail sales tax exemption provided by RCW 82.08.02567 and the use
tax exemption provided by RCW 82.12.02567. This list is
illustrative only and is not intended to provide an exhaustive
list of possible qualifying machinery and equipment.

(a) Where solar energy is the principal source of power:
solar modules; power conditioning equipment; batteries;
transformers; power poles; power lines; and connectors to the
utility grid system or point of use.

(b) Where wind is the principal source of power: turbines;
blades; generators; towers and tower pads; substations; guy wires
and ground stays; power conditioning equipment; anemometers;
recording meters; transmitters; power poles; power lines; and
connectors to the utility grid system or point of use.

(c) Where landfill gas is the principal source of power:
turbines; blades; blowers; burners; heat exchangers; generators;
towers and tower pads; substations; guy wires and ground stays;
pipe; valves; power conditioning equipment; pressure control
equipment; recording meters; transmitters; power poles; power
lines; and connectors to the utility grid system or point of use.

(d) Where fuel cells are the principal source of power: fuel
cell assemblies; fuel storage and delivery systems; power
inverters; transmitters; transformers; power poles; power lines;
and connectors to the utility grid system or point of use.

(6) Installation charges. Retail sales and use taxes do not
apply to installation charges for qualifying machinery and
equipment. This 1ncludes charges for labor and services rendered
to install the machinery and equipment. However, there iIs no
exemption for charges for labor and services rendered in respect
to constructing buildings or access roads that may be necessary to
install or use qualifying machinery and equipment. Nor is there
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an exemption for tangible personal property used by the buyer to
install qualifying machinery and equipment.

(7) Required documentation. The prior approval of the
department of revenue is not required to claim the retail sales
tax exemption. The seller, at the time of sale, must retain in
its records an exemption certificate completed by the buyer to
document the exempt nature of the sale. This requirement may be
satisfied by using the department"s "buyer®s retail sales tax
exemption certificate,” or another certificate with substantially
the same information as it relates to the exemption provided by
RCW 82.08.02567.

A blank exemption certificate can be obtained through the
following means:

(a) From the department®s Internet website at
http://dor._wa.gov;

(b) By facsimile by calling Fast Fax at (360) 786-6116 or
(800) 647-7706 (using menu options); or

(c) By writing to: Taxpayer Services, Washington State
Department of Revenue, P.O. Box 47478, Olympia, Washington 98504-
7478.
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