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Sales/Use/Indirect:
Washington: Aircraft Purchased and then Leased to Affiliate Qualifies for Resale
Exemption

Determination No. 21-0020, Wash. Dept. of Rev. (5/7/24). A ruling issued by the Administrative Review and
Hearings Division of the Washington Department of Revenue (Division) held that a limited liability company
(LLC) entered into a “true lease” of an aircraft within the meaning of WAC 458-20-211 (“Rule 211”), even
though it was wholly owned by the chief executive officer (CEO) and minority shareholder of the company
leasing the aircraft, and the CEO was allowed personal use of the aircraft as part of his compensation — thus
permitting the LLC to claim Washington’s resale exemption on the purchased aircraft. In meeting Rule 211’s
four requirements for a “true lease” under the provided facts, the Division explained that the LLC (i.e., the
“lessor”) leased property to the lessee for consideration because the lease was for a set term; provided the
lessee with operational control of the aircraft without the lessee gaining any equity therein; required the
lessee to make regular rent payments; and the lessee had no option to purchase the aircraft. Under the facts,
the lessee took possession of the aircraft and exercised dominion and control over it for the term of the lease
by scheduling flights, hiring pilots, and maintaining the aircraft, and the parties intended that the aircraft
would revert to the lessor at the conclusion of the lease because such reversion was a negotiated term of the
lease. Moreover, neither the lessor nor its employees or agents maintained dominion and control over the
aircraft or operated it, because the lessee always governed travel, and the lessor’s owner lacked control of the
lessee. Please contact us with any questions.

URL: https://dor.wa.gov/sites/default/files/2024-05/43WTD013.pdf
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This communication contains general information only, and none of Deloitte Touche Tohmatsu Limited
(“DTTL"), its global network of member firms or their related entities (collectively, the “Deloitte
organization”) is, by means of this communication, rendering professional advice or services. Before
making any decision or taking any action that may affect your finances or your business, you should consult
a qualified professional adviser.

No representations, warranties or undertakings (express or implied) are given as to the accuracy or
completeness of the information in this communication, and none of DTTL, its member firms, related
entities, employees or agents shall be liable or responsible for any loss or damage whatsoever arising
directly or indirectly in connection with any person relying on this communication. DTTL and each of its
member firms, and their related entities, are legally separate and independent entities.
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