CODE REVISER USE ONLY

OFFICE OF THE CODE REVISER
EXPEDITED RULE MAKING ICE OF THE CODE REVI
FILED

CR-105 (December 2017) e Sehtember 20,2019

(Implements RCW 34.05.353) WSR 19-20-015

Agency: Department of Revenue

Title of rule and other identifying information: (describe subject) WAC 458-20-279 Clean alternative fuel vehicles and
high gas mileage vehicles.

Purpose of the proposal and its anticipated effects, including any changes in existing rules: The department is
updating WAC 458-20-279 to clarify that the information in the rule only applies to sales and use tax exemptions that were in
effect from January 1, 2009, through July 1, 2015, for clean alternative fuel vehicles and high gas mileage vehicles.
Language was also added to the rule that directs the reader on where to find information for similar exemptions that were in
effect after July 1, 2015.

Reasons supporting proposal: The new language will assist taxpayers on finding information for sales and use tax
exemptions that apply to clean alternative fuel vehicles, high gas mileage vehicles, and other similar vehicles.

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

Statute being implemented: RCW 82.08.809 and 82.08.9999

Is rule necessary because of a:
Federal Law? O
Federal Court Decision? U Yes No
State Court Decision? O

If yes, CITATION:

Name of proponent: (person or organization) Department of Revenue Private
Public

O
O
Governmental

Name of agency personnel responsible for:

Name Office Location Phone
Drafting: Leslie Mullin 6400 Linderson Way SW, Tumwater, WA (360) 534-1589
Implementation:  Randy Simmons 6400 Linderson Way SW, Tumwater, WA (360) 534-1605
Enforcement: Randy Simmons 6400 Linderson Way SW, Tumwater, WA (360) 534-1605

Agency comments or recommendations, if any, as to statutory language, implementation, enforcement, and fiscal
matters: None
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Expedited Adoption - Which of the following criteria was used by the agency to file this notice:
[ Relates only to internal governmental operations that are not subject to violation by a person;

Adopts or incorporates by reference without material change federal statutes or regulations, Washington state statutes,
rules of other Washington state agencies, shoreline master programs other than those programs governing shorelines of
statewide significance, or, as referenced by Washington state law, national consensus codes that generally establish industry
standards, if the material adopted or incorporated regulates the same subject matter and conduct as the adopting or
incorporating rule;

LI Corrects typographical errors, make address or name changes, or clarify language of a rule without changing its effect;

] Content is explicitly and specifically dictated by statute;

[ Have been the subject of negotiated rule making, pilot rule making, or some other process that involved substantial
participation by interested parties before the development of the proposed rule; or
LI Is being amended after a review under RCW 34.05.328.

Expedited Repeal - Which of the following criteria was used by the agency to file notice:

] The statute on which the rule is based has been repealed and has not been replaced by another statute providing
statutory authority for the rule;

] The statute on which the rule is based has been declared unconstitutional by a court with jurisdiction, there is a final
judgment, and no statute has been enacted to replace the unconstitutional statute;

I The rule is no longer necessary because of changed circumstances; or

1 Other rules of the agency or of another agency govern the same activity as the rule, making the rule redundant.

Explanation of the reason the agency believes the expedited rule-making process is appropriate pursuant to RCW
34.05.353(4): The amendments to WAC 458-20-279 only direct the reader to the correct location for finding information on
sales and use tax exemptions for certain types of vehicles given that the rule in its current state does not provide accurate

information regarding the tax exemptions that are the subject of the rule. No substantial changes were made to this rule.

NOTICE

THIS RULE IS BEING PROPOSED UNDER AN EXPEDITED RULE-MAKING PROCESS THAT WILL ELIMINATE THE
NEED FOR THE AGENCY TO HOLD PUBLIC HEARINGS, PREPARE A SMALL BUSINESS ECONOMIC IMPACT
STATEMENT, OR PROVIDE RESPONSES TO THE CRITERIA FOR A SIGNIFICANT LEGISLATIVE RULE. IF YOU
OBJECT TO THIS USE OF THE EXPEDITED RULE-MAKING PROCESS, YOU MUST EXPRESS YOUR OBJECTIONS IN
WRITING AND THEY MUST BE SENT TO

Name: Leslie Mullin

Agency: Department of Revenue

Address: PO Box 47467, Olympia, WA 98504-7467

Phone: (360) 534-1589

Fax: (360) 534-1606

Email: LeslieMu@dor.wa.gov

Other:

AND RECEIVED BY (date) December 2, 2019

Date: September 20, 2019 Signature:

Title: Rules Coordinator

Name: Atif Aziz /M%
/ :
/ }
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This rule draft is being proposed under an expedited rule-making process that does not require the agency to hold public hearings.
Under no circumstances is this proposed rule to be used as a basis for determining tax liability or eligibility for a tax deduction,
exemption, or credit.

AMENDATORY SECTION (Amending WSR 10-17-069, filed 8/13/10, effective
9/13/10)

WAC 458-20-279 Clean alternative fuel vehicles and high gas

mileage vehicles. (1) Introduction. This ((seetien)) xrule provides
information about the requirements for ((¥ke)) retail sales and use
tax exemption ( (provided)) for clean alternative fuel vehicles ((b¥

+i+ons™y)) that were in effect from January 1, 2009, through July 1,

2015. For information on available exemptions after July 1, 2015, re-
fer to RCW 82.08.809, 82.08.9999, or dor.wa.gov.

(2) Exemption periods. The exemption periods provided for clean
alternative fuel vehicles and high gas mileage vehicles differ.

(a) Clean alternative fuel wvehicles.

(i) New vehicles. The exemptions providedgdfor new passenger cars,
light duty trucks, and medium duty passengerf vehicles that are exclu-
sively powered by a clean alternative fugl“apply to purchases made
from January 1, 2009, through July 1, 2015%

(ii) Used vehicles. The exemptiongl providedyfor qualifying used
passenger cars, light duty trucks, andfmedium dutyipassenger vehicles,
which were modified after their initfdal pfirchase, with an EPA certi-
fied conversion to be exclusively powered by a clean alternative fuel
apply to purchases made from July,12, 2010, through July 1, 2015.

(1ii) Use of previously exemptiwehicles on or after July 1, 2015.
Use tax does not apply to the use, on om after July 1, 2015, of a ve-
hicle if:

* The person used thedwvehicle| in this state before July 1, 2015;

and

* The use prior td dulydlmez015, was exempt from use tax as de-
scribed in (a) (i) or (ii)“eofif this stubsection.

(b) High gas mileage “wehicles. The exemptions provided for new
passenger cars, li@ght duty fTrxucks, and medium duty passenger vehicles
that utilize hyb#id technology and have a United States Environmental
Protection Agency estimated highway gasoline mileage rating of at
least forty miles pexpgaldon apply as follows:

(i) January 1, 2009, through July 31, 2009. The exemptions apply
to all retail sales and"use taxes.

(ii) August 1, 2009, through December 31, 2010. The exemption is
limited to the 0.3 ©percent retail sales tax 1mposed by RCW
82.08.020(3) on retail sales of motor vehicles.

(3) Definitions. The following definitions apply throughout this
section:

(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, 2005, and the
rules of the Washington state department of ecology. See RCW
82.08.809(3) and 82.12.809(2).

(b) "Gross vehicle weight rating" is the wvalue specified by the
manufacturer as the maximum design loaded weight of a single wvehicle.
See WAC 173-423-040(4) .

(c) "Hybrid technology" means propulsion units powered by Dboth
electricity and gasoline. See RCW 82.08.813(3) and 82.12.813(2).
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This rule draft is being proposed under an expedited rule-making process that does not require the agency to hold public hearings.
Under no circumstances is this proposed rule to be used as a basis for determining tax liability or eligibility for a tax deduction,
exemption, or credit.

(d) "Light duty truck" is any vehicle certified to the standards
in Title 13, CCR, section 1961 (a) (1) rated at eight thousand five
hundred pounds gross vehicle weight or less, and any other motor vehi-
cle rated at six thousand pounds gross vehicle weight or less, which
is designed primarily for the purposes of transportation of property
or is a derivative of such vehicle, or is available with special fea-
tures enabling off-street or off-highway operation and use. See WAC
173-423-040(8) .

(e) "Medium duty passenger vehicle" 1is any medium duty wvehicle
with a gross vehicle weight rating of less than ten thousand pounds
that is designed primarily for the transportation of persons. The me-
dium duty passenger vehicle definition does not include any vehicle
which:

(1) Is an "incomplete truck," i.e., 1s a truck that does not have
the primary load carrying device or container attached; or

(ii) Has a seating capacity of more than twelve persons; or

(iii) Is designed for more than nine persons in seating rearward
of the driver's seat; or

(iv) Is equipped with an open cargo are
interior length or more. A covered box not
passenger compartment will be considere
purpose of this definition. See WAC 173

(f) "Medium duty wvehicle" 1is
weight rating of eight thousand five
pounds. See WAC 173-423-100(2) .

(g) "Model year" is the ma 's annual production period
which includes January 1 of a c¢ If the manufacturer has
no annual production period, "mo the calendar year. In the
case of any vehicle manufac wo ‘or more stages, the time of
manufacture shall be the g mpletion of the chassis. See WAC
173-423-040(10) .

(h) "New motor vehi

e Is self-propelled;

* Is required

* Has not bee

f seventy-two inches in
ily accessible from the
cargo area for the

a gross vehicle
one to fourteen thousand

tered and titled under Title 46 RCW;
titled to a retail purchaser or lessee;
and

e Is not a

{ hich has been sold, bargained, exchanged,
given away, or title

ferred from the person who first took title
to it from the manufaec er or first importer, dealer, or agent of the
manufacturer or importer, and so used as to have become what is com-
monly known as "secondhand" within the ordinary meaning thereof. See
RCW 46.70.011 and 46.04.660.

The model year of the vehicle is not determinative of whether it
meets the definition of "new motor vehicle."

(1) "Passenger car" means every motor vehicle except motorcycles
and motor-driven cycles designed primarily for transportation of per-
sons and having a design capacity of twelve persons or less. See WAC
173-423-040(13) and RCW 46.04.382.

(3J) "Qualifying used passenger cars, light duty trucks, and medi-
um duty passenger vehicles" means vehicles that:

e Are part of a fleet of at least five vehicles, all owned by the
same person;

* Have an odometer reading of less than thirty thousand miles;

* Are less than two years past their original date of manufac-
ture; and

* Are being sold for the first time after modification.
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This rule draft is being proposed under an expedited rule-making process that does not require the agency to hold public hearings.
Under no circumstances is this proposed rule to be used as a basis for determining tax liability or eligibility for a tax deduction,
exemption, or credit.

(4) New passenger cars, light duty trucks, and medium duty pas-
senger vehicles. In order to qualify for the exemptions, the wvehicle
must meet the definition of "passenger car," "light duty truck," or
"medium duty passenger vehicle" in addition to meeting the definition
of "new motor vehicle."

(5) Purchases of previously owned clean alternative fuel or high
gas mileage vehicles. The exemptions do not apply to purchases of used
vehicles unless they are qualifying used passenger cars, light duty
vehicles, or medium passenger vehicles, which were modified after
their initial purchase, with an EPA certified conversion to be exclu-
sively powered by clean alternative fuel.

(a) Example 1. Mike purchases a used 2009 model year hybrid vehi-
cle from a dealer or private party in July 2011. The purchase would
not qualify for the exemptions. The exemption for wvehicles using hy-
brid technology only applies to new vehicles.

(b) Example 2. Nicole purchases a new 2008 model year hybrid ve-
hicle in July 2009 from a dealer. This purchase would be exempt (as-
suming it meets the other requirements). A new vehicle could be any
model year as long as it has not been previously titled to a retail
purchaser or lessee.

(c) Example 3. Joe purchases a new 2009 model year hybrid wvehicle
on August 5, 2009, from a dealer. This pUrchase ig, not exempt from all
retail sales taxes but, assuming it méets _the other requirements, 1is
exempt from the 0.3 percent retail s@les #ax on retail sales of motor
vehicles.

(6) Conversions. For purposgs of tThis section, a conversion re-
fers to the alteration of an othekwise mnongqualifying vehicle exclu-
sively powered by gasoline or diesel @nto" a qualifying wvehicle that
either:

(a) Is exclusively powered by \€¢lean alternative fuel; or

(b) Utilizes hybridgtechnologyhsand has a United States environ-
mental protection agency \estimated Rhighway gasoline mileage rating of
at least forty miles per galdon.

(1) Purchases offlconverted vehicles. The purchase of a new vehi-
cle, or a used vedlicle satisfiying the requirements described in sub-
section (2) (a) (ii#). of this) section, that is converted prior to or as
part of the retailissale to the purchaser and that otherwise satisfies
the requirements of “Bhe eXemptions will qualify for the exemptions. If
the conversion is perforxmed after the retail sale, the purchase of the
vehicle will not qualify for the exemptions.

(ii) Purchases of the service of converting vehicles. While the
purchase of a new vehicle converted by the seller prior to or as part
of the retail sale to the purchaser qualifies for the exemptions as
described in subsection (6) (a) of this section, the purchase of the
service of converting a vehicle does not qualify for the exemptions.
However, if the seller hires a third party to convert the vehicle, it
can give the third party a resale certificate (WAC 458-20-102A) for
work completed before January 1, 2010, or a reseller permit (WAC
458-20-102) for work completed on or after January 1, 2010. Even
though resale certificates are no longer used after December 31, 2009,
they must be kept on file by the seller for five years from the date
of last use or December 31, 2014.

(A) Example 1. Tom wants to purchase a new nonqualifying wvehicle
from Dealer but have it converted as a part of the purchase transac-
tion. Dealer hires John's Shop to convert the vehicle for Tom, and Tom
purchases the converted vehicle from Dealer. Tom's purchase of the
converted vehicle qualifies for the exemptions.

[ 3 ] 0TS-1690.1



This rule draft is being proposed under an expedited rule-making process that does not require the agency to hold public hearings.
Under no circumstances is this proposed rule to be used as a basis for determining tax liability or eligibility for a tax deduction,
exemption, or credit.

(B) Example 2. Tom purchases a new nonqualifying vehicle from
Dealer. Tom then hires John's Shop to convert the wvehicle. The pur-
chase of the nongqualifying vehicle does not qualify for the exemp-
tions, even if Dealer delivers the vehicle directly to John's Shop on
Tom's behalf for conversion.

(7) Use tax. The use of a qualifying vehicle by the original ti-
tle holder is exempt from use tax 1f the vehicle is purchased during
the applicable exemption period specified in subsection (2) of this
section.

(a) Example 1. Will, a Washington resident, purchases a new qual-
ifying clean alternative fuel vehicle in Oregon from Dealer on Febru-
ary 1, 2009, and returns to Washington in the vehicle on February 2,
2009. Will's use of the vehicle in Washington is exempt from use tax.

(b) Example 2. Oliver, an Oregon resident, purchases a new quali-
fying hybrid vehicle from Dealer in Oregon on April 1, 2009. Oliver
moves to Washington on May 15, 2009. Oliver's use of the wvehicle in
Washington is exempt from use tax. Note: In the absence of the exemp-
tions discussed in this section, Oliver's pur se would be subject to
use tax since his first use of the wvehic in Washington occurred
within 90 days of his acquisition and us the wvehicle in another
state. See RCW 82.12.0251.

(8) Extended warranties and maint
an extended warranty or maintenance
sales tax even though the wvehicle 1
tions. See WAC 458-20-257.

(9) Replacement parts and/o
placement parts or repair services

ments. The sale of
subject to retail

services. The sale of re-
t to retail sales tax even
d for the exemptions. Only
the purchase and use of a g icle is exempt from retail
sales and use taxes.

(10) Accessories. vehicle includes all accessories
installed or sold as pa e of the vehicle.

(a) Example 1. A deale i stalls a ski rack and applies pin-
striping on an othe ifying vehicle on January 5, 2009, before
a customer purchags le. Any separate, itemized charges for
the accessories vehicle sales invoice are exempt from
retail sales tax.

(b) Example 2. nary 5, 2009, a customer purchases an other-
wise qualifying vehi and as a condition of the purchase requires
that the seller instalYl stereo speakers and apply paint sealant. The
seller does not have the accessories in stock, but the customer takes
delivery of the vehicle. The customer then brings the vehicle back to
the seller, and the accessories are installed and applied on January
12, 2009. Any separate, itemized charges for the accessories listed on
the vehicle sales invoice are exempt from retail sales tax.

(11) Leases. A vehicle is exempt from retail sales and use taxes
on a lease if the other requirements are met. If the vehicle is new,
registered, and titled in the lessee's name during the applicable ex-
emption period specified in subsection (2) of this section, the retail
sales tax exemption will apply only to amounts due during the exemp-
tion period. See also WAC 458-20-103 and 458-20-235.

(a) Example 1. Alex leases a new hybrid vehicle that he registers
and titles on December 8, 2008. None of his lease payments will quali-
fy for the exemptions because the vehicle was registered and titled
prior to January 1, 2009.

(b) Example 2. Beth leases a new clean alternative fuel wvehicle
that she registers and titles on December 8, 2010. Assuming that the
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other requirements of the exemptions are met, any amounts due under
the lease before January 1, 2011, are exempt from retail sales tax.

(12) Payments made prior to January 1, 2009. Any payment made to-
ward the purchase of an otherwise qualifying wvehicle prior to the ef-
fective date of the exemptions, January 1, 2009, qualifies for the ex-
emptions if:

(a) The vehicle sold is titled and registered on or after January
1, 2009, but before the applicable exemption expires; and

(b) The purchaser takes possession of the vehicle on or after
January 1, 2009, but before the applicable exemption expires. See WAC
458-20-103, 458-20-197, and 458-20-235.

Example. Greg makes a down payment toward the purchase of a new
qualifying hybrid vehicle on November 7, 2008, but does not actually
take possession of the wvehicle at the dealership lot until January 2,
2009. The vehicle is titled and registered on January 9, 2009. The
purchase of the vehicle is exempt from all retail sales taxes.

(13) Payments made prior to the expiration date of the applicable
exemption. Any payment made toward the purcha of an otherwise quali-
fying vehicle prior to the expiration date o he applicable exemption
does not qualify for the exemption if:

(a) The wvehicle sold is titled or r
piration date of the exemption; or

(b) The purchaser takes possessi
expiration date of the exemption. Se
458-20-235.

Example. Craig makes a down oward the purchase of a new
qualifying clean alternative fu ' on November 7, 2010, but
does not actually take possession cehicle at the dealership lot
until January 2, 2011. The wvehi ed and registered on January
11, 2011. The purchase of e 1s subject to retail sales tax
and the 0.3 percent retz x imposed by RCW 82.08.020(3) on
retail sales of motor ve

on or after the ex-

le on or after the
8-20-103, 458-20-197, and
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