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RULE-MAKING ORDER 
PERMANENT RULE ONLY 

CODE REVISER USE ONLY 

CR-103P (August 2017) 
(Implements RCW 34.05.360) 

Agency: Department of Revenue 

Effective date of rule: 
Permanent Rules 

☒ 31 days after filing.

☐ Other (specify)  (If less than 31 days after filing, a specific finding under RCW 34.05.380(3) is required and should 

be stated below)

Any other findings required by other provisions of law as precondition to adoption or effectiveness of rule? 

☐ Yes     ☒ No     If Yes, explain: 

Purpose: 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. 

Citation of rules affected by this order: 
New: WAC 458-20-27901 Clean alternative fuel vehicles and plug-in hybrid vehicles 
Repealed: 
Amended: 
Suspended: 

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

Other authority: N/A 

PERMANENT RULE (Including Expedited Rule Making) 
Adopted under notice filed as WSR 24-09-056 on April 15, 2024 (date). 
Describe any changes other than editing from proposed to adopted version: Examples 2 and 3 in subsection (3) were 
updated to reflect current dates and exemption amounts; Example 3 in subsection (3) was revised to replace the term 
“seller” with a fictitious taxpayer name to avoid confusion, as this example involves both the lease and subsequent sale of 
a vehicle; Subsection (3)(f)(ii) and Example 4 were revised to clarify the treatment of unused exemption amounts on and 
after the August 1, 2028 expiration of the exemption; Subsection (4) was updated to clarify that records may be kept in 
either paper or electronic form.  
If a preliminary cost-benefit analysis was prepared under RCW 34.05.328, a final cost-benefit analysis is available by 
contacting: 

Name:   

Address:   

Phone:   

Fax:   

TTY:   

Email:   

Web site:   

Other: A preliminary cost-benefit analysis was not prepared. 
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Note:   If any category is left blank, it will be calculated as zero. 
No descriptive text. 

Count by whole WAC sections only, from the WAC number through the history note. 
A section may be counted in more than one category. 

The number of sections adopted in order to comply with: 

Federal statute: New Amended Repealed 

Federal rules or standards: New Amended Repealed 

Recently enacted state statutes: New Amended Repealed 

The number of sections adopted at the request of a nongovernmental entity: 

New  Amended Repealed 

The number of sections adopted in the agency’s own initiative: 

New  1 Amended Repealed 

The number of sections adopted in order to clarify, streamline, or reform agency procedures: 

New   Amended Repealed 

The number of sections adopted using: 

Negotiated rule making: New Amended Repealed 

Pilot rule making: New Amended Repealed 

Other alternative rule making: New Amended Repealed 

Date adopted: June 18, 2024 Signature: 

Name: Brenton Madison 

Title: Rules Coordinator 



NEW SECTION

WAC 458-20-27901  Clean alternative fuel vehicles and plug-in hy-
brid vehicles.  (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 458-20-108 Selling price—Credit card service fees, for-
eign currency, discounts, patronage dividends.

(ii) WAC 458-20-178 Use tax and the use of tangible personal
property.

(iii) WAC 458-20-247 Trade-ins, selling price, sellers' tax meas-
ures.

(iv) WAC 458-20-257 Tangible personal property warranties and
service contracts.

(c) Examples. This rule includes examples that identify certain
facts and then state a conclusion. These examples should only be used
as a general guide. The tax results of other situations must be deter-
mined after a review of all the facts and circumstances.

(2) Definitions. The following definitions apply throughout this
rule:

(a) "Clean alternative fuel" means natural gas, propane, hydro-
gen, or electricity, when used as a fuel in a motor vehicle that meets
the California motor vehicle emission standards in Title 13 of the
California Code of Regulations, effective January 1, 2019, and the
rules of the Washington state department of ecology.

(b) "Fair market value" has the same meaning as "value of the ar-
ticle used" in RCW 82.12.010 and, for the purposes of this rule, the
fair market value of a leased clean alternative fuel or plug-in hybrid
vehicle is generally determined according to the retail selling price
at the place of use of vehicles of similar quality and character. The
fair market value includes delivery charges or any other services nec-
essary to complete the lease. RCW 82.12.010; WAC 458-20-178.

(c) "New vehicle" has the same meaning as "new motor vehicle" in
RCW 46.04.358 and means any motor vehicle that:

(i) Is self-propelled;
(ii) Is required to be registered and titled under Title 46 RCW;
(iii) Has not been previously titled to a retail purchaser or

lessee; and
(iv) Is not a used vehicle as defined in (h) of this subsection.
(d) "Plug-in hybrid vehicle" is a vehicle that uses at least one

method of propulsion capable of being reenergized 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 in 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 value of any trade-in. However, for
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purposes of this exemption, the value of any trade-in is added to the 
selling price to determine exemption eligibility.

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

(i) 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) Exemption. A sales and use tax exemption applies to new or 
used passenger cars, light duty trucks, or medium duty passenger vehi-
cles that meet the power requirements and are within the value limita-
tions described below. A person may not claim this exemption if the 
exemption under RCW 82.08.993 or 82.12.817(2) is claimed.

(a) Power requirements. The exemption applies only to the sale, 
lease, or use of a vehicle either exclusively powered by a clean al-
ternative fuel or a plug-in hybrid vehicle.

(b) List of eligible vehicles. The department of licensing must 
maintain and publish a list of all vehicle models eligible for this 
tax exemption and is authorized to issue final rulings on vehicle mod-
el eligibility. A seller or lessor is not responsible for repayment of 
the tax exemption if a vehicle was listed as of the date it was pur-
chased or the lease agreement was signed, and met the other exemption 
requirements, and is subsequently removed from the list.

(c) Eligible vehicle values. The selling price plus the trade-in 
value of property of like kind for vehicle sales at the time of pur-
chase, or the fair market value for vehicles at the inception of the 
lease agreement, may not exceed the following amounts:

(i) New vehicles: $45,000.
(ii) Used vehicles: $30,000.
(d) Trade-in values. When determining whether a new or used vehi-

cle is eligible for the exemption in this rule, the value of any 
trade-in vehicle must be added to the selling price of the vehicle.

Example 1. An automobile dealer sells a new clean alternative 
fuel vehicle for $53,000. As part of the sale, the dealer accepts a 
trade-in vehicle from the buyer with an agreed upon value of $10,000, 
resulting in a taxable selling price of $43,000. The new vehicle does 
not qualify for the exemption because the selling price, as defined in 
subsection (2) of this rule, plus the vehicle trade-in value of 
$10,000, exceeds the new vehicle value limit of $45,000.

(e) Determining amount subject to retail sales tax. After deter-
mining the new or used vehicle qualifies for the exemption, the seller 
must then determine the eligible exemption amount as described in the 
table in this subsection (3)(e). The amount subject to retail sales 
tax is 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.
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Date of purchase/Date of signed lease agreement
Exemption amount

(New vehicles)
Exemption amount

(Used vehicles)
August 1, 2019 - July 31, 2021 $25,000

Total sales price or $16,000, 
whichever is lessAugust 1, 2021 - July 31, 2023 $20,000

August 1, 2023 - July 31, 2025 $15,000

Example 2. In February 2024, 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 dealer accepts a trade-in vehicle from the buyer with an 
agreed upon value of $7,000 and finances the remaining $32,000. The 
new vehicle qualifies for the exemption because the taxable selling 
price of $37,000, plus the value of the buyer's trade-in vehicle of 
$7,000, does not exceed the $45,000 limit. To determine the amount of 
the sale subject to retail sales tax, the dealer will subtract the ex-
emption amount indicated in the chart in subsection (3)(e) of this 
rule and the trade-in value from the vehicle's selling price. The 
seller is required to report $44,000 in gross revenue under the re-
tailing B&O and retail sales tax classifications, then report a $7,000 
trade-in allowance deduction and a $15,000 clean alternative fuel ve-
hicle deduction from the retail sales tax classification. The retail 
sales taxable amount is $22,000. The retailing B&O taxable amount is 
$44,000.

Example 3. On March 1, 2025, ABC Vehicles LLC (ABC), an automo-
bile dealer (who is assigned a monthly tax reporting frequency), 
leased a new clean alternative fuel vehicle to a customer with a fair 
market value of $42,000. The new leased vehicle qualifies for the ex-
emption because its fair market value is $45,000 or less. The maximum 
allowable exemption amount is $15,000. The lease covers a 36-month pe-
riod, and the monthly lease payment is $400. The lessee decides to 
purchase the vehicle following the expiration of the lease on March 1, 
2028, for $27,600. Because the lessee paid $14,400 in total lease pay-
ments prior to purchasing the vehicle, the remaining available exemp-
tion is $600, which may be deducted from the selling price of $27,600, 
resulting in a retail sales taxable amount of $27,000.

For the entire 36-month lease period, ABC is required to report 
$400 in gross revenue from monthly vehicle lease payments under the 
retailing B&O and retail sales tax classifications on each of its 
monthly excise tax returns, then report a $400 deduction from the re-
tail sales tax classification, resulting in a retail sales taxable 
amount of $0. ABC may not claim a deduction for B&O tax purposes, re-
sulting in a retailing B&O taxable amount of $400. For the March 2028 
return, ABC is required to report $27,600 in gross revenue under the 
retailing B&O and retail sales tax classifications, then report a $600 
clean alternative fuel vehicle deduction from the retail sales tax 
classification. The retail sales taxable amount is $27,000. The re-
tailing B&O taxable amount is $27,600.

(f) Exemption eligibility dates.
(i) 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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lease payments due through the remainder of the lease through July 31,
2028. RCW 82.08.9999(7). Any unused exemption amounts are forfeited
and may not be applied once the exemption expires on August 1, 2028.

Example 4. A lessee signs a four-year vehicle lease agreement for
an eligible vehicle 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. Any unused exemption amounts are
forfeited and may not be applied once the exemption expires on August
1, 2028.

(4) Recordkeeping. The seller, or lessor in the case of a lease,
of any eligible vehicle, new or used, must keep the following records,
in paper or electronic form, necessary for the department of revenue
to verify eligibility:

(a) Vehicle make, model, and year;
(b) Whether the vehicle was sold or leased;
(c) Selling price for purchased vehicles, or fair market value at

the inception of the lease for leased vehicles;
(d) Date of sale or start date of lease;
(e) Terms of lease, including monthly lease payment and length of

lease; and
(f) Total amount qualifying for the incentive claimed for each

vehicle, including the future monthly amount to be claimed for each
leased vehicle.
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