
Overview 

JLARC staff reviewed 16 tax preferences in 2017, which are organized into 13 reports below. 

View a more detailed summary of all the preferences here.

The Citizen Commission for Performance Measurement of Tax Preferences also considers preferences based on information 
provided by the Department of Revenue. View the 2017 expedited preference report here (PDF). 

Click the preference below for details 
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How We Do Reviews 
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About This Year's Reviews

Contact 

Authors of these Reviews 

Dana Lynn, Research Analyst, 360-786-5177 

Eric Whitaker, Research Analyst, 360-786-5618 

Rachel Murata, Research Analyst, 360-786-5293 

Pete van Moorsel, Research Analyst, 360-786-5185 

John Woolley, Audit Coordinator 

Keenan Konopaski, Legislative Auditor 

Audit Authority 

The Joint Legislative Audit and Review Committee (JLARC) works to make state government operations more efficient and 

effective. The Committee is comprised of an equal number of House members and Senators, Democrats and Republicans. 

JLARC's non-partisan staff auditors, under the direction of the Legislative Auditor, conduct performance audits, program 

evaluations, sunset reviews, and other analyses assigned by the Legislature and the Committee. 

The statutory authority for JLARC, established in Chapter 44.28 RCW, requires the Legislative Auditor to ensure that 

JLARC studies are conducted in accordance with Generally Accepted Government Auditing Standards, as applicable to the 

scope of the audit. This study was conducted in accordance with those applicable standards. Those standards require auditors 

to plan and perform audits to obtain sufficient, appropriate evidence to provide a reasonable basis for findings and 

conclusions based on the audit objectives. The evidence obtained for this JLARC report provides a reasonable basis for the 

enclosed findings and conclusions, and any exceptions to the application of audit standards have been explicitly disclosed in 

the body of this report. 

Members: Citizen Commission for Performance Measurement of Tax 
Preferences 

Voting Members 

Dr. Grant D. Forsyth 

Ronald L. Bueing 

Diane Lourdes Dick 

Dr. Justin Marlowe 

Andi Nofziger-Meadows 

Non-voting Members 
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Q1Q4Q3Q2Q1Q4Q3
2015 2016 2017

268
668

954
1,346

1,936

2,696

3,520

Cumulative AFVs titled 
since July 15, 2015 

Source: Department of Licensing (DOL) title data as reported to Department of Revenue.

Alternative Fuel Vehicles
JLARC Staff 2017 Tax Preference Performance Evaluation

The complete report is on the JLARC web site.
For more information, contact: Keenan Konopaski, Washington State Legislative Auditor
(360) 786-5187 keenan.konopaski@leg.wa.gov July 2017

Sales and Use Tax Preference

Objectives (stated)

Buyers do not pay sales/use tax on the first 
$32,000 of the sale or lease for qualifying vehicles 

3,520 qualifying vehicles titled in Washington 
since July 15, 2015

Preference one of many factors that may influence 
vehicle purchasing decisions 

Results

Legislative Auditor recommendation: Review

Increase use of clean alternative fuel vehicles by reducing the price.   

End preference by July 2019 or when 7,500 qualifying alternative 
fuel vehicles are titled, whichever is first.

Qualifying vehicles’ base model must cost $42,500 or less and be either:

Powered by natural gas, propane, 
hydrogen, or electricity.

Plug-in hybrid that can travel at least 
30 miles on only battery power.

About halfway towards 7,500 target for 
new titles as of March 31, 2017.

If trend continues, will meet target before 
July 2019 expiration date.  

Legislature should review the preference in the 2019 legislative session if the target for vehicle titles is not met.

Purchase prices for electric vehicles tend to be higher than for conventional fuel vehicles.
Consumer concerns about the cost and range of EV batteries. 
Overall driving costs lower for electric than conventional vehicles. 
Access to charging stations. 

Mixed. Preference has reduced price but the extent that it is 
impacting sales is unknown.
On pace. At current trend, target will be met before July 2019 
expiration date.

or

2017 Preliminary Tax Preference Performance Review Page 21



Page 22 2017 Preliminary Tax Preference Performance Review



2017 Preliminary Tax Preference Performance Review Page 23



Page 24 2017 Preliminary Tax Preference Performance Review



2017 Preliminary Tax Preference Performance Review Page 25



Page 26 2017 Preliminary Tax Preference Performance Review



2017 Preliminary Tax Preference Performance Review Page 27



Page 28 2017 Preliminary Tax Preference Performance Review



2017 Preliminary Tax Preference Performance Review Page 29



Page 30 2017 Preliminary Tax Preference Performance Review



2017 Preliminary Tax Preference Performance Review Page 31



Page 32 2017 Preliminary Tax Preference Performance Review



2017 Preliminary Tax Preference Performance Review Page 33



Page 34 2017 Preliminary Tax Preference Performance Review



2017 Preliminary Tax Preference Performance Review Page 35



Automotive Adaptive Equipment
For Veterans and Service Members with Disabilities

JLARC Staff 2017 Tax Preference Performance Evaluation Sales and Use Tax Preference

Objectives (stated)

Estimates of foregone revenue exceeded 2013 
fiscal note estimate in past three fiscal years

Results

Legislative Auditor recommendation: Clarify

Provide financial relief for severely injured veterans and 
service members.

Offset a competitive disadvantage for Washington’s businesses.

Foregone revenues “reasonably” conform to fiscal note estimate.

Legislature intended to reexamine 
this preference to compare 
foregone revenues to what was 
“reasonably assumed” in the 2013 
fiscal note.

Source: Estimated foregone revenues are based on actual beneficiary savings from
Department of Revenue tax return data.  

Removes sales and use tax for disabled veterans and 
service members buying automotive adaptive equipment.

Neighboring state Oregon has no sales tax.

The Legislature should clarify what revenue impact is “reasonable.” While it provides financial relief and removes 
a perceived competitive disadvantage, the estimated foregone revenue has exceeded the 2013 fiscal note 
estimate for the past three fiscal years. 

Met. Disabled veterans and service members do not pay sales or use 
tax on automotive adaptive equipment purchases.

Met. The preference removes the sales tax. Oregon has no sales tax. 

Not met. Estimate of foregone revenue at least 267% higher than 
2013 estimate.

Preference provides financial relief and removes a 
perceived competitive disadvantage

The complete report is on the JLARC web site.
For more information, contact: Keenan Konopaski, Washington State Legislative Auditor
(360) 786-5187       keenan.konopaski@leg.wa.gov July 2017
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Automotive Adaptive Equipment For Veterans and Service 
Members With Disabilities | Sales and Use Tax
Click here for One Page Overview 

Summary of this Review

The Preference Provides Tax Type

Estimated Biennial 

Beneficiary Savings

A sales and use tax exemption for veterans or service 

members with disabilities for purchases, installations, or 

repairs of qualifying automotive adaptive equipment.

The preference is scheduled to expire July 1, 2018. 

Sales and Use
RCWs 82.08.875; 

82.12.875

$194,000

Public Policy Objective

The Legislature stated the public policy objectives were to: 

• Provide specific financial relief for severely injured veterans and service members.

• Offset a competitive disadvantage for Washington businesses.

Recommendations

Legislative Auditor’s Recommendation

Clarify: The Legislature should clarify the preference because, while it provides financial relief and removes a 

perceived competitive disadvantage, the estimated beneficiary savings have exceeded the 2013 fiscal note estimate 

for the past three fiscal years. 

Commissioner Recommendation: Available in October 2017.

Details on this Preference
1. What is the Preference?

Sales and use tax exemption for automotive adaptive
equipment purchased by veterans and service members with
disabilities

Purpose

The Legislature passed this preference with the stated purpose to: 
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• Provide financial relief for severely injured veterans and service members.

• Offset a competitive disadvantage for Washington businesses when compared to businesses in states without

a sales and use tax.

Sales and use tax exemption for purchase, installation, and repair costs of 
automotive adaptive equipment 

Veterans and service members with disabilities do not pay sales or use tax on equipment used to assist in entering, 

exiting, or safely operating a motor vehicle.  This exemption also applies to installation and repair costs.  The 

equipment is known as add-on automotive adaptive equipment, or AAE.

To qualify, the adaptive equipment must be:

• Prescribed by a physician.

• Paid for fully or in part by the U.S. Department of Veterans Affairs (VA) or another federal agency.

• Obtained through a direct payment between the federal government and the equipment seller.

• Installed by someone other than the automobile manufacturer.

Examples of AAE include vehicle ramps and steering devices, as shown in the pictures below, as well as other 

equipment listed in the Other Relevant Background tab.

Exhibit 1.1: Qualifying AAE examples

Source: JLARC staff analysis of RCWs 82.08.875, 82.12.875. 

Veterans’ and service members’ disabilities do not need to be connected to their military service to qualify for the 

preference.

The preference took effect August 1, 2013, and is set to expire July 1, 2018.

2. Legal History

Inconsistent application of tax for adaptive equipment preceded
sales and use tax preference
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Before 2013, Washington law required that businesses charge sales tax on purchases of any automotive adaptive 

equipment (AAE) added to a vehicle.  This meant that veterans and service members with disabilities were required 

to pay sales tax on their purchases of AAE, even if the federal government paid the seller for the equipment.

Federal law prohibits states from taxing the federal government.  However, in this case, the veterans and service 

members are the purchasers, not the federal government.

2011 – 2012: DOR issued draft advisory requiring sales tax on AAE purchases

During a routine audit, the Department of Revenue (DOR) discovered that a business selling AAE to veterans with 

disabilities had not been charging sales tax.  The audit found that the U.S. Department of Veteran’s Administration 

(VA) paid for the AAE on behalf of veterans with disabilities.  The veterans had to apply for the funding, and were 

designated as the purchasers even though the VA paid for the equipment.  As purchasers, the veterans were 

responsible for paying the sales tax owed.

Upon further investigation, DOR found other AAE businesses in Washington had not been consistently charging or 

collecting sales tax for similar transactions.

In October 2012, DOR posted a draft advisory to its web site regarding purchases of automotive adaptive equipment.  

The advisory specified that veterans and service members with disabilities were subject to sales tax on their AAE 

purchases, even if the federal government paid for the equipment.

2013: Legislature enacted this preference

The Legislature enacted this preference, providing veterans and service members with disabilities a sales and use tax 

exemption for purchases, installation, and repair of prescribed AAE.

The Legislature noted that veterans who have been severely injured often need customized, accessible transportation 

to be self-sufficient.  The Legislature stated these individuals with disabilities:

• Are three times more likely to be at or below the national poverty level.

• Often cannot afford the sales or use tax owed on the extensive adaptive equipment they require.

• Sometimes purchase the equipment in neighboring states that do not impose a sales tax.  This puts

Washington businesses at a competitive disadvantage.

The preference is scheduled to expire July 1, 2018.

3. Other Relevant Background

State law defines eligible equipment, while federal VA sets
reimbursement criteria

Definitions and examples
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Add-on automotive adaptive equipment (AAE): equipment installed in, and modifications made to, a motor 

vehicle that are necessary to assist physically challenged persons to enter, exit, or safely operate a vehicle.  These do 

not include motor vehicles or equipment installed by the vehicle manufacturer.  Add-on adaptive equipment may 

include:

• Chest and shoulder harnesses

• Digital driving systems

• Dual battery systems

• Hand controls

• Left foot gas pedals

• Lowered floors or raised roofs

• Parking brake extensions

• Power door openers

• Raised doors

• Ramps under vehicles lifts

• Reduced and zero effort steering and braking

• Steering devices

• Voice-activated controls

• Wheelchair lifts or restraints

Federal funding for AAE purchases

According to the U.S. Department of Veterans Affairs (VA), veterans and service members with disabilities are 

eligible for AAE for up to two vehicles in a four-year period.  The VA establishes criteria for allowable AAE 

reimbursements, but there is no lifetime limit on AAE for qualified veterans and service members with disabilities.

4. Public Policy Objectives

Legislature stated public policy objectives in its intent
statement

The Legislature stated its objectives were to: 

• Provide specific financial relief for severely injured veterans and service members.

• Offset a competitive disadvantage for Washington’s automotive adaptive equipment businesses when

compared to similar businesses in states without a sales and use tax.
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The Legislature also stated its intent to reexamine the preference in five years.

Provide specific financial relief to veterans and service members with disabilities

The Legislature noted that severely injured veterans and service members:

• “…often need customized, accessible transportation to be self-sufficient and to maintain a high quality of

life.”

• “Are three times more likely to be at or below the national poverty level.”

• “Often times cannot afford the tax due to the substantial amount of adaptive equipment required in such

customized vehicles.”

The prime sponsor testified that the preference would be used by about 20 to 25 people each year.

Adaptive equipment costs vary depending on the level of disability: 

• 2013 House Finance staff estimated the average cost for adaptive automotive equipment (AAE) was $9,000.

This would make the combined state and local sales taxes $800 on average.

• Stakeholders indicated that simple hand controls to operate the gas and brake might cost $2,000.  Additional

state and local sales taxes would be $180 on average.

• Stakeholders also noted that a more extensive adaptation that provides wheelchair access to an automobile

and voice command controls could cost over $40,000.  State and local sales taxes would cost an additional

$3,600 on average.

Offset a competitive disadvantage of Washington’s tax structure

The Legislature stated that the financial burden of owing sales tax had the “unintended effect” of encouraging 

veterans and service members with disabilities to purchase automotive adaptive equipment outside of Washington.  

Neighboring states, such as Oregon, have no sales tax. While Washington residents are required to pay use tax on 

items purchased in Oregon, compliance is low.

Reexamine preference performance and cost

The Legislature also stated it wanted to reexamine the preference in five years to:

• Determine if the preference mitigated the competitive disadvantage stemming from Washington’s tax

structure.

• Compare the cost of the preference in foregone state revenue with what was “reasonably assumed” in the
2013 fiscal note estimate.

For the purposes of this review, JLARC staff used estimated beneficiary savings to determine foregone revenues.

5. Are Objectives Being Met?
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Preference provides financial relief and removes competitive 
disadvantage, but estimated beneficiary savings exceed fiscal 
note estimate 

Provides specific financial relief 

The preference is providing financial relief to Washington’s veterans and service members with disabilities on their 

purchases of prescribed automotive adaptive equipment (AAE).  Department of Revenue (DOR) records show that 

Washington businesses are selling tax-exempt AAE.  The preference reduces the amount owed by veterans and 

service members with disabilities by an average of 9.0 percent of the equipment’s total cost.

Offsets a competitive disadvantage of Washington’s tax structure

The preference eliminates a perceived competitive disadvantage for Washington businesses.  There is no data 

available to determine if Washington veterans and service members with disabilities are purchasing more equipment 

in state because of the preference.

Estimated beneficiary savings exceed fiscal note estimate 

JLARC staff did not quantify foregone revenue, which requires determining or assuming changes in taxpayer 

purchasing behavior. Instead, JLARC staff estimated the beneficiary savings for this preference based on qualifying 

sales and services reported to DOR by Washington’s AAE businesses from August 2013 through June 2016 . 

JLARC staff found the estimated beneficiary savings from this preference exceed what was “reasonably assumed” in 

the 2013 fiscal note by at least 267 percent in each fiscal year since the preference was enacted. 

The fiscal note estimate indicated an average of 20 taxpayers would qualify for the preference each year. The 

Department of Veterans Affairs reports that it processed 185 applications from Washington residents in Calendar 

Year 2016, and 75 in Calendar Year 2015. 

Exhibit 5.1: Estimated beneficiary savings consistently exceeds the 2013 fiscal note 
estimate

Source: Fiscal note estimates from SSB 5072; actual beneficiary savings from Department of Revenue tax return 
deduction line 0149, Fiscal Years 2014-2016.
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Continuing the preference reduces costs to veterans and service members with 
disabilities and removes perceived competitive disadvantage 

The preference is scheduled to expire on July 1, 2018.  Continuing the tax preference will provide financial relief to 

Washington’s veterans and service members with disabilities who purchase AAE and related repair and installation 

services.  It also removes a perceived competitive disadvantage for Washington businesses selling and servicing 

AAE.

6. Beneficiaries

Veterans and service members with disabilities and Washington 
businesses benefit from this preference

Tax preferences have direct beneficiaries (entities whose state tax liabilities are directly affected) and may have 

indirect beneficiaries (entities that may receive benefits from the preference, but are not the primary recipient of the 

benefit).

Direct Beneficiaries

Direct beneficiaries of the tax preference are veterans and service members with disabilities. The U.S. Department of 

Veterans Affairs reports that it processed 185 applications for automobile adaptive equipment (AAE) from 

Washington residents in Calendar Year 2016. There were 75 applications submitted in Calendar Year 2015. 

Indirect Beneficiaries

Indirect beneficiaries of the tax preference are Washington businesses that sell and service AAE.  In 2013 testimony, 

an AAE business owner indicated that there were four or five AAE businesses in Washington.  More recent data 

shows that there still are four or five Washington businesses selling and servicing AAE.

7. Revenue and Economic Impacts

Estimated beneficiary savings in Fiscal Year 2016 are $194,000 

JLARC staff estimate the direct beneficiary savings at $194,000 in Fiscal Year 2016 and $194,000 for the 2017-19 

biennium.  The preference is currently scheduled to expire on July 1, 2018, midway through the 2017-19 Biennium.

JLARC staff estimated the beneficiary savings using qualifying sales reported to the Department of Revenue by 

businesses selling and servicing automobile adaptive equipment (AAE) to veterans and service members with 

disabilities. 

Exhibit 7.1: Estimated direct beneficiary savings 
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Biennium Fiscal Year 
Total 

Exempt 

State 

Sales Tax 

Local 

Sales Tax 

Total Estimated 

Beneficiary Savings 

2013-15 

(7/1/13-6/30/15) 

2014 $2,073,000 $135,000 $51,000 $186,000 

2015 $1,954,000 $127,000 $49,000 $176,000 

2015-17 

(7/1/15-6/30/17)

2016 $2,152,000 $140,000 $54,000 $194,000 

2017 $2,152,000 $140,000 $54,000 $194,000

2017-19 

(7/1/17-6/30/18)

2018 $2,152,000 $140,000 $54,000 $194,000 

2019 Preference expires effective July 1, 2018 

Total 2017-19 
Estimated Savings 

$2,152,000 $140,000 $54,000 $194,000 

Source: JLARC staff analysis for Fiscal Years 2014-2016 based on Department of Revenue tax return deduction 
detail.  Future value in fiscal years 2017 and 2018 estimated on average of three years of prior deductions and not 
grown due to fluctuation in amounts reported for previous years.

Absent the tax preference, beneficiaries would pay sales or use tax 

If the tax preference were terminated or allowed to expire as scheduled, veterans and service members with 

disabilities would pay sales or use tax on the cost of purchasing, repairing, and installing AAE on their vehicles.  The 

preference reduces the amount they owe by an average of 9.0 percent of the total cost of their equipment.

Washington businesses may be at a competitive disadvantage with businesses in states that do not have a sales tax.

8. Other States with Similar Preference?

Washington and four other states exempt AAE purchases for 
veterans with disabilities, 32 other states exempt AAE 
purchases for all individuals with disabilities

JLARC staff reviewed the 45 states and the District of Columbia that impose sales and use taxes and found: 

• Five states provide a specific exemption for veterans with disabilities who purchase automotive adaptive

equipment (AAE).  They are: Washington, Arkansas, Georgia, Massachusetts, and Tennessee.

• 32 states provide an exemption for all individuals with disabilities (not just veterans) who purchase AAE or

mobility enhancing equipment that can be used in vehicles.

• For nine states and the District of Columbia, JLARC staff were unable to determine if a similar tax

exemption is in place.

9. Applicable Statutes
RCW 82.08.875
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Exemptions—Automotive adaptive equipment.  (Expires July 1, 2018.)

(1) The tax imposed by RCW 82.08.020 does not apply to sales to eligible purchasers of prescribed add-on

automotive adaptive equipment, including charges incurred for labor and services rendered in respect to the

installation and repairing of such equipment.  The exemption provided in this section only applies if the eligible

purchaser is reimbursed in whole or part for the purchase by the United States department of veterans affairs or other

federal agency, and the reimbursement is paid directly by that federal agency to the seller.

(2) Sellers making tax-exempt sales under this section must:

(a) Obtain an exemption certificate from the eligible purchaser in a form and manner prescribed by the department.

The seller must retain a copy of the exemption certificate for the seller's files.  In lieu of an exemption certificate, a

seller may capture the relevant data elements as allowed under the streamlined sales and use tax agreement;

(b) File their tax return with the department electronically; and

(c) Report their total gross sales on their return and deduct the exempt sales under subsection (1) of this section from

their reported gross sales.

(3) For purposes of this section, the following definitions apply unless the context clearly requires otherwise:

(a) "Add-on automotive adaptive equipment" means equipment installed in, and modifications made to, a motor

vehicle that are necessary to assist physically challenged persons to enter, exit, or safely operate a motor vehicle.  The

term includes but is not limited to wheelchair lifts, wheelchair restraints, ramps, under vehicle lifts, power door

openers, power seats, lowered floors, raised roofs, raised doors, hand controls, left foot gas pedals, chest and shoulder

harnesses, parking brake extensions, dual battery systems, steering devices, reduced and zero effort steering and

braking, voice-activated controls, and digital driving systems.  The term does not include motor vehicles and

equipment installed in a motor vehicle by the manufacturer of the motor vehicle.

(b) "Eligible purchaser" means a veteran, or member of the armed forces serving on active duty, who is disabled,

regardless of whether the disability is service connected as that term is defined by federal statute 38 U.S.C. Sec. 101,

as amended, as of August 1, 2013.

(c) "Prescribed add-on automotive adaptive equipment" means add-on automotive adaptive equipment prescribed by

a physician.

(4) This section expires July 1, 2018.

[ 2013 c 211 § 2.]

NOTES:

Findings—Intent—2013 c 211: "(1) The legislature finds that it is important to recognize the service of active duty 

military and veterans and to acknowledge the continued sacrifice of those veterans who have been catastrophically 

injured.  The legislature further finds that many disabled veterans often need customized, accessible transportation to 

be self-sufficient and to maintain a high quality of life.  The legislature further finds that individuals with a severe 

disability are three times more likely to be at or below the national poverty level.  The legislature further finds that 

the federal government pays for the cost of mobility adaptive equipment for severely injured veterans; however, it 

does not cover the cost of sales or use tax owed on this equipment.  The legislature further finds that this cost is then 
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shifted onto the veterans, who often times cannot afford the tax due to the substantial amount of adaptive equipment 

required in such customized vehicles.  The legislature further finds that this added financial burden has the 

unintended effect of causing some veterans to acquire their mobility adaptive equipment in neighboring states that do 

not impose a sales tax, thereby negatively impacting Washington businesses providing mobility enhancing equipment 

and services to Washington veterans.

(2) It is the legislature's intent to provide specific financial relief for severely injured veterans and to ameliorate a

negative consequence of Washington's tax structure by providing a sales and use tax exemption for mobility adaptive

equipment required to customize vehicles for disabled veterans.  It is the further intent of the legislature to reexamine

this exemption in five years to determine whether it has mitigated the competitive disadvantage stemming from

Washington's tax structure on mobility businesses and to assess whether the cost of the exemption in terms of forgone

state revenue is beyond what was reasonably assumed in the fiscal estimate for the legislation." [ 2013 c 211 § 1.]

Effective date—2013 c 211: "This act takes effect August 1, 2013." [ 2013 c 211 § 4201

RCW 82.12.875

Automotive adaptive equipment.  (Expires July 1, 2018.)

(1) The tax imposed by RCW 82.12.020 does not apply to the use of prescribed add-on automotive adaptive

equipment or to labor and services rendered in respect to the installation and repairing of such equipment.  The

exemption under this section only applies if the sale of the prescribed add-on automotive adaptive equipment or labor

and services was exempt from sales tax under RCW 82.08.875 or would have been exempt from sales tax under

RCW 82.08.875 if the equipment or labor and services had been purchased in this state.

(2) For purposes of this section, "prescribed add-on automotive adaptive equipment" has the same meaning as

provided in RCW 82.08.875.

(3) This section expires July 1, 2018.

[ 2013 c 211 § 3.]

Recommendations
Legislative Auditor Recommendation

Legislative Auditor recommends clarifying the tax preference

The Legislature should clarify the sales and use tax exemption for veterans and service members with 
disabilities who purchase adaptive automotive equipment becausethe estimated beneficiary savings have 
exceeded the 2013 fiscal note estimate for the past three fiscal years.
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The preference provides financial relief and removes a perceived competitive disadvantage. However, the Legislature 

intended to reexamine this preference after five years to assess if estimated beneficiary savings were beyond what 

was “reasonably assumed” in the fiscal note. The estimated beneficiary savings have exceeded the 2013 fiscal note 

estimate by at least 267 percent in each fiscal year since the preference was enacted.

Legislation required: Yes (preference expires on July 1, 2018). 

Fiscal impact: Depends on legislative action.

Letter from Commission Chair
Available December 2017.

Commissioners’ Recommendation
Available December 2017.

Agency Response
If applicable, will be available December 2017.
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preference for coal purchases 
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Coal-Fired Electric Power Plants
JLARC Staff 2017 Tax Preference Performance Evaluation

The complete report is on the JLARC web site.
For more information, contact: Keenan Konopaski, Washington State Legislative Auditor
(360) 786-5187       keenan.konopaski@leg.wa.gov July 2017

Three Tax Preferences

Objectives (stated)

Single beneficiary for the preferences 

Beneficiary reduced sulfur dioxide emissions 

Results

Legislative Auditor recommendation: Continue

Help thermal electric power plants to: 
Update air pollution control equipment/facilities.

Only one eligible plant operating in Washington: TransAlta’s coal-fired electric power plant in Centralia. Estimated 
FY16 beneficiary savings are $4.2 - $9.5 million. 

The Legislature should continue the tax preferences until the coal-fired boilers at the plant are decommissioned 
because they are meeting the stated public policy objectives.     

Met. The beneficiary installed equipment/facilities in 2001-02 and 
2011-12.

Abate pollution. Met. Sulfur dioxide emissions fell from 87.8 to 2.4 thousand tons.

Play a long-term economic role in their communities. Met. Beneficiary provides 200 jobs and $4.58 million in annual 
community financial assistance. 

Beneficiary provides required $4.58M in annual 
financial assistance payments for community
Assistance intended to support weatherization, economic and community development, and energy technology 
projects. The payments end if the sales and use tax preferences are eliminated. 

Source: JLARC staff analysis of EPA air markets program data.

Coal purchase sales and use tax
Air pollution control equipment/facilities sales and use tax

Air pollution control equipment/facilities property tax
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Cogeneration Facilities and 
Renewable Resources

JLARC Staff 2017 Tax Preference Performance Evaluation Public Utility Tax Preference

Objective (stated) Results

Legislative Auditor recommendation: Terminate

Encourage efficient energy use and a reliable supply of energy 
from renewable energy resources.

Construction or 
installation started Utilities may claim preference for up to 30 years after operations start

The Legislature should add an expiration date to terminate this preference because it is not currently being 
used and there will be no remaining eligible taxpayers within a few years.

Not Currently Contributing. Taxpayers have not claimed the 
preference since 2013. 

Preference is time-limited but has no 
expiration date

Applies to new facilities or efficiency measures that 
started construction or installation between June 
12, 1980 and January 1, 1990.

No utilities have claimed the preference since 2013
Number of utilities claiming preference has 
declined since 1996 when 23 reported the 
deduction. 

Department of Revenue tax records indicate:

No taxpayers currently claim the preference. 

1980 1990

The complete report is on the JLARC web site.
For more information, contact: Keenan Konopaski, Washington State Legislative Auditor
(360) 786-5187       keenan.konopaski@leg.wa.gov July 2017

2020
or later
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Electric Power in Rural Areas
JLARC Staff 2017 Tax Preference Performance Evaluation Public Utility Tax Preference

Objective (inferred)

Preference limited to electric utilities with few 
customers per mile and high power rates 

Preference provides tax relief to 17 rural utilities & 
their customers

Results

Rural public utility customers tend to use more 
electricity than urban customers

Legislative Auditor recommendation: Continue

Provide tax relief to utilities and their customers in rural areas. Met. Preference provides tax relief to 17 rural utilities serving 
156,000 customers.

The complete report is on the JLARC web site.
For more information, contact: Keenan Konopaski, Washington State Legislative Auditor
(360) 786-5187       keenan.konopaski@leg.wa.gov July 2017

Must have retail power rates 
above the statewide average

FY 16 average savings per utility:
$49,420

FY 16 average customer savings:
$5.39

Source: Northwest Power and Conservation Council

Utilities can claim a deduction based on their density of customers and retail power rates 

Must serve fewer than 17 customers 
per mile of power line 

Rural customers 
tend to use more electricity for heat 
and hot water and have higher monthly 
electric bills on average. 

Urban customers
tend to use more natural gas, which is 
less expensive.

The preference has no expiration date and is providing tax relief to rural utilities and their customers. The 
Legislature should consider stating the public policy objective in statute.
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Electric Vehicle Batteries and 
Charging Stations

JLARC Staff 2017 Tax Preference Performance Evaluation Sales and Use, Leasehold Excise Tax Preferences

Objectives (stated)

Three preferences with mixed impact 

Increase in stations since preference enacted 

Results

Legislative Auditor recommendations: Clarify

Develop convenient, cost-effective electric vehicle 
infrastructure in Washington.

Encourage transition to greater use of electric vehicles.  

Type

Sales & Use

Sales & Use

Leasehold Excise Tax

Battery sales, installation, or repair 
Battery “lease and swap” option
Charging station parts, construction, 
installation, or repair
Businesses that use public property to build or 
operate electric vehicle charging stations

Limited use and impact

Used, impact on charging 
station growth unclear
May be used, but no data 
exists, so impact unclear 

Focus Use and Impact

Unclear. Number of charging stations has increased, but it may not be 
due to the preferences.  Also, the Legislature did not set targets for 
the number of charging stations needed.

Unclear. Enabling people to conveniently recharge an electric vehicle 
battery may encourage vehicle use, but it is unknown the extent to 
which the preferences may have contributed.

1. Sales and use tax exemption for electric vehicle battery sales and installation: Clarify if limited use is
consistent with legislative expectations.

2. Sales and use tax for electric vehicle charging stations: Clarify to set a target for the number of new electric
vehicle charging stations needed to meet legislative objectives.

3. Leasehold excise tax preference: Clarify to include reporting that will help determine the direct beneficiaries
and the extent to which they benefit.

The complete report is on the JLARC web site.
For more information, contact: Keenan Konopaski, Washington State Legislative Auditor
(360) 786-5187 keenan.konopaski@leg.wa.gov July 2017

Prior to the January 2020 expiration date:

Public Stations

Before Preference

Source: U.S. Department of Energy 
EVSE data through 3/22/17

Source: JLARC staff estimate based on 
registered EVs and PHEVs as of 6/30/16

54 outlets

1,717 outlets

March 2017

Private Stations

Low 
Estimate: 
4,000

JLARC Estimated Range0 18,000
High 
Estimate: 
13,000
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Exhibit 6.2: Estimated direct beneficiary savings range

Biennium FY

Range of Public 

Stations

Range of Private 

Stations Total savings 

range (public + 

private)Low 

Estimate

High 

Estimate

25% 

Owners

75% 

Owners

2013-15 

7/1/13-6/30/15

2014 $327,000 $333,000 $247,000 $740,000 $574,000 - $1,073,000

2015 $185,000 $188,000 $268,000 $803,000 $453,000 - $991,000

2015-17

7/1/15-6/30/17

2016 $554,000 $650,000 $219,000 $658,000 $773,000 - 1,308,000 

2017 $505,000 $584,000 $368,000 $1,105,000 $873,000 – 1,609,000

2017-19 

7/1/17-6/30/19

2018 $512,000 $590,000 $368,000 $1,105,000 $880,000 - $1,695,000

2019 $520,000 $595,000 $368,000 $1,105,000 $888,000 - $1,700,000

2017-19 
Biennium

$1,032,000 $1,185,000 $736,000 $2,210,000 $1,768,000 - $3,395,000

Source: JLARC staff analysis of: U.S. Department of Energy data on public EVSE level 2 and level 3 charging units 
installed July 2013 – March 2017. Estimates on level 2 and public level 3 EVSE units, installation, and other costs 
from 2015 Joint Transportation Committee Report for 2014 and 2015 – on. Estimates on level 3 and public Level 2 
EVSE unit, installation and other costs from Avista Corp. Estimates for private level 2 EVSE installations from Avista 
Corp and Seattle City Light estimated costs. Department of Licensing new qualifying and nonqualifying EV Titles for 
July 2014 – December 2016.
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Electrolytic Processors
JLARC Staff 2017 Tax Preference Performance Evaluation Public Utility Tax Preference

Objectives (inferred)

Sales of electricity to electrolytic processors 
exempt from public utility tax

Results

Processors have increased jobs and production 

Legislative Auditor recommendation: Clarify

Retain family-wage jobs.

Continue electrolytic processing in Washington.

Met. Processors provided 106 jobs in 2015, compared to 33 in 2005. 
Processors pay above state and county average wages.

Met. There are now two processors in Washington, compared to one in 2005.

Electrolytic processors use electricity to 
convert dissolved salt into chemicals (such as 
chlorine), which are used by other industries.  

This preference has no stated objectives. These objectives come from 2004 when the preference was originally 
enacted. In 2010, the Legislature consolidated statutory reporting requirements and repealed the stated objectives.

Washington’s processors have increased jobs. They report that 105 of the 106 jobs had wages more than $20 per 
hour in 2015. Production has also increased since the preference began. 

Source: JLARC staff analysis of DOR annual reports.

The Legislature should clarify by stating public policy objectives and metrics. Metrics could include job 
targets, definition of “family-wage,” employment concentration, or the level of production compared with the 
industry as a whole.

Utilities do not pay public utility tax on their sales of 
electricity for electrolysis. They must pass the savings 
on to the electrolytic processors.

Production (tons)

0

50000

100000

150000

200000

250000

20152005

64,932 62,680

158,685

Total Production 
(Tons): 64, 932

Total Production 
(Tons): 221,365

Westlake
AkzoNobel

0

20

40

60

80

100

120

20152004

70

33 36

Total: 106

Westlake
AkzoNobel

Employment

Target: 
24.75 jobs

The complete report is on the JLARC web site.
For more information, contact: Keenan Konopaski, Washington State Legislative Auditor
(360) 786-5187       keenan.konopaski@leg.wa.gov July 2017
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International Banking Facilities
JLARC Staff 2017 Tax Preference Performance Evaluation Business & Occupation Tax Preference

Objectives (inferred)

IBFs: Separate set of accounts established by 
certain banks to serve foreign customers

Results

Legislative Auditor recommendation: Review & Clarify

Encourage the establishment of International Banking Facilities 
(IBFs) in Washington, keeping them from moving “offshore.”

Mixed. Currently one IBF in Washington.  Recent changes in tax 
laws may make the preference unnecessary.

The complete report is on the JLARC web site.
For more information, contact: Keenan Konopaski, Washington State Legislative Auditor
(360) 786-5187 keenan.konopaski@leg.wa.gov July 2017

JLARC staff identified one IBF in Washington

Benefits of preference may have diminished after 
changes in other tax laws

Customers include:
• Foreign residents, such as governments, corporations, and other banks.
• U.S. offices of the IBF’s parent institution.
• Other IBFs.

IBFs allow certain U.S. banks to compete with foreign banks without moving offshore. Earnings from these 
accounts are not taxed due to the preference.

Taiwan Cooperative Bank, Ltd., a U.S. branch of a foreign bank.

Most IBF customers are likely located outside of Washington. With more recent changes in tax laws 
(apportionment), earnings from these customers would not be taxed. Estimated FY16 beneficiary savings 
are $30,000.

Preference continues to benefit IBFs when they generate income from any
WA-based customers.

Legislature should provide an explicit public policy objective and metrics to determine if the objective has been 
achieved. In addition, the Legislature should determine the relevance of the preference given changes to 
Washington’s apportionment laws.
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Sales of Manufactured and Mobile 
Home Communities

JLARC Staff 2017 Tax Preference Performance Evaluation Real Estate Excise Tax Preference

Objectives (stated)

Seller does not 
pay real estate 
excise tax (REET) 
when selling to 
tenants

Tenant organizations 
purchased 10 communities 
since the preference enacted 

Results

Closures continue across the state

Legislative Auditor recommendation: Continue

Encourage and facilitate preservation of existing manufactured and 
mobile home communities.

Involve tenants and organizations representing tenants in preserving 
the communities where they live.

Department of Commerce received notice of 51 closures affecting up to 1,607 homes from 2007 
through 2016. Eight communities are scheduled to close in 2017.

Met. Preference increases the purchasing power of tenant 
organizations relative to other potential buyers. 

Tenant organization could offer

Potential buyer offers
$1,000,000
- $18,000 REET paid by owner

 $982,000 Property owner net 
price received
$982,000
under both offers

with preference 
$982,000

Example:
Property selling for 

$1,000,000
O

ffe
r 1

O
ffe

r 2

Preference meets public policy objectives. The Legislature should consider adding a performance statement with 
metrics for future reviews.

Average actual savings for 
sellers:

$32,000 

Manufactured or mobile 
home spaces preserved: 

480 

The complete report is on the JLARC web site.
For more information, contact: Keenan Konopaski, Washington State Legislative Auditor
(360) 786-5187

 

      keenan.konopaski@leg.wa.gov July 2017

Source: JLARC staff analysis of grant and loan data from the 
Housing Finance Commission, ROC USA list of communities.
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Standard Financial Information
JLARC Staff 2017 Tax Preference Performance Evaluation

Information such as financial market data, bond ratings, and credit ratings 

The complete report is on the JLARC web site.
For more information, contact: Keenan Konopaski, Washington State Legislative Auditor
(360) 786-5187

 

      keenan.konopaski@leg.wa.gov July 2017

Sales and Use Tax Preference

Objectives (stated)

Standard financial information has many formats, 
including searchable online databases 

Searchable online databases would be taxed 
without preference, others not taxed regardless

Revenue impact, conformity to original fiscal 
estimate unknown

Results

Legislative Auditor recommendation: Clarify

Exempt standard financial information purchased by international 
investment management companies from sales and use tax.

The Legislature should clarify what is meant by “reasonably conforms” and require reporting by taxpayers to 
determine the preference’s fiscal impact.

Met. Exempts the first $15 million in qualifying purchases of 
standard financial information per company, per year.

Revenue impact to “reasonably conform” to the original fiscal 
estimates.

Unknown. Standard financial information is taxed based on its 
format.  Some may be exempt without the preference.  How 
much is not reported.

Created for use by multiple customers

Businesses not required to report what portion of information is a searchable database

If 100% are searchable online databases $1.1 million

$0.5 million

$0.5 million

$0.5 million

+ 120%

0%

Estimated fiscal 
impact

Original fiscal 
estimate

Increase over 
original estimate

If 42% are searchable online databases
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State-Chartered Credit Unions
JLARC Staff 2017 Tax Preference Performance Evaluation Business and Occupation Tax Preference

Objectives (inferred)

State credit union membership has increased 
while federal membership has decreased 

Expectations for serving low-income are unclear

Results

Legislative Auditor recommendation: Clarify 

Keep state chartered credit unions under state regulation.

Serve low-income, underserved populations.

With preference, state-chartered 
credit unions are exempt from B&O 
tax on their gross income.

Washington’s state-chartered credit unions serve a broad field of members.

No requirements in law or regulation to primarily serve low-income persons.

16 of the 55 state-chartered credit unions reported that over half of their membership is 
considered low-income.

As of September 2016, there were 55 
state credit unions and 36 federal 
credit unions in Washington.

There are no public policy objectives stated in statute. The Legislature should:

• Provide a performance statement that provides targets and metrics to measure whether objectives have
been achieved.

• Consider whether an objective to serve low-income populations is consistent with other state-chartered
credit union policy objectives, such as providing a broad field of membership.

Met. State-chartered and federally chartered credit unions have 
same B&O tax exemption.

Unclear.  Serving these populations is not required as a 
primary focus. Number of low-income members unknown.

The complete report is on the JLARC web site.
For more information, contact: Keenan Konopaski, Washington State Legislative Auditor
(360) 786-5187 keenan.konopaski@leg.wa.gov July 2017

20162015201420132012201120102009200820072006200520042003200220012000
Calendar Year

Number of Members in Washington1,735,153
81% of membership

3,213,003
92%  of all credit union
members belong to state-
chartered credit unions

409,951
19% of membership 291,205

8% of all credit union
members belong
to federal credit unions

State-chartered

Federally-chartered

 Source: JLARC staff analysis of National Credit Union Administration data, January 2000 - September 30, 2016.
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Vessel Deconstruction
JLARC Staff 2017 Tax Preference Performance Evaluation Sales and Use Tax Preference

Objectives (stated)

Vessel removals have 
varied with no clear trend 

Other factors may impact removals as much or 
more so than reduced deconstruction costs:

No growth in vessel deconstruction work or 
capacity 

Results

Legislative Auditor recommendation: Review & Clarify

Mixed. Deconstruction costs have decreased but no evidence of 
increased investment in deconstruction facilities or capacity.  Not 
all vessel removals involve deconstruction.

Decrease the number of abandoned and derelict vessels by 
lowering deconstruction costs and encouraging investment in 
deconstruction facilities.

Average removals have increased slightly, but 
no clear trend identified – removals vary by 
year and season.

Deconstruction costs decreased by amount of 
sales/use tax. 

Not all vessel removals require deconstruction.   

DNR staff and industry representatives have not seen an increase in 
deconstruction activities or available capacity to perform the work.

Consider adopting a metric other than number of vessels removed. If the intent is to lower costs, the Legislature 
should consider re-categorizing the preference as one intended to provide tax relief rather than one intended to 
induce a certain behavior.

• Available funds for deconstruction and removal
• Cost of removal
• Vessel size and condition

The complete report is on the JLARC web site.
For more information, contact: Keenan Konopaski, Washington State Legislative Auditor
(360) 786-5187 keenan.konopaski@leg.wa.gov July 2017

Source: JLARC staff analysis of Department of Natural Resources Derelict Vessel 
Removal Program data, July 2005 through July 2016.
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Preference Enacted
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Wood Biomass Fuel Manufacturing
JLARC Staff 2017 Tax Preference Performance Evaluation

The complete report is on the JLARC web site.
For more information, contact: Keenan Konopaski, Washington State Legislative Auditor
(360) 786-5187 keenan.konopaski@leg.wa.gov July 2017

Business & Occupation Tax Preference

Objectives (stated)

Preferential B&O tax rate for businesses that 
make liquid fuel from wood biomass

Preference has not been used

Preference is one of six passed in 2003 and the 
only one still in effect

Results

Legislative Auditor recommendation: Terminate

Encourage the production of wood biomass fuel in Washington.

Wood biomass is wood, forest, or field residue (e.g., wood chips, bark) 
or crops grown specifically for fuel production.

Increase demand for wood biomass.

* The Legislature extended a separate sales and use tax deferral, nullifying this preference.

Preference Tax Type Expired

Wood biomass fuel manufacturing Business and occupation No

Wood biomass fuel sales Business and occupation Yes
Wood biomass fuel machinery & equipment Sales and use Yes
Wood biomass fuel production facilities Real and personal property Yes
Wood biomass fuel production facilities Leasehold Excise Yes
Retail sales and use tax deferral Sales and use Never took effect*

The preference is not used and other tax preferences directed at wood biomass fuel manufacturing are no longer 
in effect. Having only one preference may not provide sufficient incentive to meet the objectives.   

Reduce air pollution and greenhouse gas emissions by promoting the 
production of wood biomass fuel.  

Not met. The preference has not been used.

Businesses must use specific manufacturing processes to qualify. 

No beneficiaries claiming the tax preference, past or present.
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