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HOUSE BI LL 1450

AS AMENDED BY THE SENATE
Passed Legislature - 2007 Regul ar Session
State of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session

By Representatives Sells, Strow, Mloscia, Curtis, OBrien, B
Sul l'ivan, Roberts, Lovick, Appleton, Kenney, O nsby and Hasegawa

Read first tinme 01/19/2007. Referred to Conmittee on Housing.

AN ACT Relating to the exenption of housing for very |owincone
househol ds from taxati on; and anmendi ng RCW 84. 36. 560 and 84. 40. 030.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCWB84.36.560 and 2001 1st sp.s. ¢ 7 s 1 are each anended
to read as foll ows:

(1) The real and personal property owned or used by a nonprofit
entity in providing rental housing for very |owincone househol ds or
used to provide space for the placenent of a nobile honme for a very
| ow-i ncome household within a nobile honme park is exenpt fromtaxation
if:

(a) The benefit of the exenption inures to the nonprofit entity;

(b) At |east seventy-five percent of the occupied dwelling units in
the rental housing or lots in a nobile hone park are occupied by a very
| owi nconme househol d; and

(c) The rental housing or lots in a nobile honme park were insured,
financed, or assisted in whole or in part through one or nore of the
foll ow ng sources:

(i) A federal or state housing program admnistered by the
departnment of community, trade, and econom c devel opnent; ((e+))
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(ii) A federal housing program adm nistered by a city or county
gover nnent ;

(iii) An affordabl e housing | evy authorized under RCW 84.52.105; or

(iv) The surcharges authorized by RCW 36.22.178 and 36.22.179 and
any of the surcharges authorized in chapter 43.185C RCW

(2) If less than seventy-five percent of the occupied dwelling
units within the rental housing or lots in the nobile hone park are
occupi ed by very |lowinconme households, the rental housing or nobile
home park is eligible for a partial exenption on the real property and
a total exenption of the housing's or park's personal property as
fol | ows:

(a) A partial exenption shall be allowed for each dwelling unit in
the rental housing or for each ot in a nobile hone park occupied by a
very | owincone househol d.

(b) The anmpbunt of exenption shall be calculated by nmultiplying the
assessed value of the property reasonably necessary to provide the
rental housing or to operate the nobile honme park by a fraction. The
numerator of the fraction is the nunber of dwelling units or lots
occupi ed by very | owincone households as of Decenber 31st of the first
assessnent year in which the rental housing or nobile hone park becones
operational or on January 1lst of each subsequent assessnent year for
whi ch the exenption is clained. The denom nator of the fraction is the
total nunber of dwelling units or |ots occupied as of Decenber 31st of
the first assessnent year the rental housing or nobile honme park
becones operational and January 1st of each subsequent assessnent year
for which exenption is clainmed.

(3) If a currently exenpt rental housing unit in a facility with
ten units or fewer or nobile hone lot in a nobile home park with ten
|l ots or fewer was occupied by a very |l owinconme household at the tine
t he exenption was granted and the inconme of the household subsequently
rises above fifty percent of the median income but remains at or bel ow
ei ghty percent of the median income, the exenption will continue as
| ong as the housing continues to neet the certification requirenents of
a very | owincone housing program ((admnisteredbythedepartment—of

Fevwy—under—ROW-84-52-105)) listed in subsection (1) of this section

For purposes of this section, nedian inconme, as nost recently
determ ned by the federal departnent of housing and urban devel opnent

HB 1450. SL p. 2
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for the county in which the rental housing or nobile hone park is
| ocated, shall be adjusted for famly size. However, if a dwelling
unit or a | ot becones vacant and is subsequently rerented, the incone
of the new household nust be at or below fifty percent of the nedian
inconme adjusted for famly size as nost recently determned by the
federal departnent of housing and urban devel opnent for the county in
which the rental housing or nobile hone park is located to remain
exenpt from property tax.

(4) If at the time of initial application the property 1is
unoccupi ed, or subsequent to the initial application the property is
unoccupi ed because of renovations, and the property is not currently
bei ng used for the exenpt purpose authorized by this section but wll
be used for the exenpt purpose within two assessnment years, the
property shall be eligible for a property tax exenption for the
assessnent year in which the claimfor exenption is submtted under the
foll ow ng conditions:

(a) Acommtnment for financing to acquire, construct, renovate, or
ot herwi se convert the property to provide housing for very | owincone
househol ds has been obtained, in whole or in part, by the nonprofit
entity claimng the exenption from( (=

one or nore of the sources listed in subsection (1)(c) of this section;

(b) The nonprofit entity has manifested its intent in witing to
construct, renodel, or otherw se convert the property to housing for
very | owincone househol ds; and

(c) Only the portion of property that will be used to provide
housing or lots for very |owincone households shall be exenpt under
this section.

(5 To be exenpt under this section, the property nust be used
exclusively for the purposes for which the exenption is granted, except
as provided in RCW 84. 36. 805.

(6) The nonprofit entity qualifying for a property tax exenption
under this section may agree to make paynents to the city, county, or
ot her political subdivision for inprovenents, services, and facilities
furnished by the city, county, or political subdivision for the benefit

p. 3 HB 1450. SL
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of the rental housing. However, these paynents shall not exceed the
anmount | ast |levied as the annual tax of the city, county, or political
subdi vi si on upon the property prior to exenption.

(7) As used in this section:

(a) "G oup hone" neans a single-famly dwelling financed, in whole

or in part, hy ((the—departrent—ol—cormuntty—trade—and—econoem—¢

or nore of the sources listed in subsection (1)(c) of this section

The residents of a group home shall not be considered to jointly
constitute a househol d, but each resident shall be considered to be a
separ ate househol d occupying a separate dwelling unit. The individual
i nconmes of the residents shall not be aggregated for purposes of this
exenpti on;

(b) "Mobile honme lot" or "nobile hone park" nmeans the sane as these
terms are defined in RCW 59. 20. 030;

(c) "Cccupied dwelling unit" neans a living unit that is occupied
by an individual or household as of Decenber 31st of the first
assessnent year the rental housing beconmes operational or is occupied
by an individual or household on January 1st of each subsequent
assessnment year in which the claimfor exenption is submtted. |If the
housing facility is conprised of three or fewer dwelling units and
there are any unoccupied units on January 1st, the departnent shall
base the anmount of the exenption upon the nunber of occupied dwelling
units as of Decenber 31st of the first assessnent year the rental
housi ng beconmes operational and on My 1st of each subsequent
assessnent year in which the claimfor exenption is submtted,

(d) "Rental housing" nmeans a residential housing facility or group
home that is occupied but not owned by very | owincone househol ds;

(e) "Very | owincone househol d* neans a single person, famly, or
unrel ated persons living together whose incone is at or below fifty
percent of the nedian inconme adjusted for famly size as nost recently
determ ned by the federal departnent of housing and urban devel opnent
for the county in which the rental housing is located and in effect as
of January 1st of the year the application for exenption is submtted;
and

(f) "Nonprofit entity" neans a:

(1) Nonprofit as defined in RCW 84.36.800 that is exenpt from
i ncome tax under section 501(c) of the federal internal revenue code;

HB 1450. SL p. 4
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(i) Limted partnership where a nonprofit as defined in RCW
84.36.800 that is exenpt from incone tax under section 501(c) of the
federal internal revenue code, a public corporation established under
RCW 35. 21.660, 35.21.670, or 35.21.730, a housing authority created
under RCW 35.82.030 or 35.82.300, or a housing authority neeting the
definition in RCW35.82.210(2)(a) is a general partner; or

(iii) Limted liability conpany where a nonprofit as defined in RCW
84.36.800 that is exenpt from incone tax under section 501(c) of the
federal internal revenue code, a public corporation established under
RCW 35. 21. 660, 35.21.670, or 35.21.730, a housing authority established
under RCW 35.82.030 or 35.82.300, or a housing authority neeting the
definition in RCW35.82.210(2)(a) is a managi ng nenber.

Sec. 2. RCWB84.40.030 and 2001 c¢c 187 s 17 are each anmended to read
as follows:

Al'l property shall be valued at one hundred percent of its true and
fair value in noney and assessed on the sane basis unless specifically
provi ded ot herw se by | aw.

Taxabl e | easehold estates shall be valued at such price as they
woul d bring at a fair, voluntary sale for cash w thout any deductions
for any indebtedness owed including rentals to be paid.

The true and fair value of real property for taxation purposes
(i ncluding property upon which there is a coal or other mne, or stone
or other quarry) shall be based upon the following criteria:

(1) Any sales of the property being appraised or simlar properties
wth respect to sales made within the past five years. The apprai sal
shall be consistent with the conprehensive | and use plan, devel opnent
regul ations under chapter 36.70A RCW zoning, and any other
governnmental policies or practices in effect at the tine of appraisal
that affect the use of property, as well as physical and environnental
i nfl uences. An assessnent nay not be determned by a nethod that
assunes a |and usage or highest and best use not permtted, for that
property being appraised, under existing zoning or |land use planning
ordi nances or statutes or other governnent restrictions. The appraisal
shall also take into account: (a) In the use of sales by real estate
contract as simlar sales, the extent, if any, to which the stated
selling price has been increased by reason of the down paynent,
interest rate, or other financing terns; and (b) the extent to which
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the sale of a simlar property actually represents the general
effective market demand for property of such type, in the geographical
area in which such property is located. Sales involving deed rel eases
or simlar seller-devel oper financing arrangenents shall not be used as
sales of simlar property.

(2) In addition to sales as defined in subsection (1) of this
section, consideration may be given to cost, cost |ess depreciation
reconstruction cost | ess depreciation, or capitalization of incone that
woul d be derived from prudent use of the property, as limted by |aw or
ordi nance. Consideration should be given to any agreenent, between an
owner of rental housing and any governnent agency, that restricts

rental incone, appreciation, and liquidity; and to the inmpact of
governnment restrictions on operating expenses and on ownership rights
in general of such housing. In the case of property of a conplex

nature, or being used under terns of a franchise froma public agency,
or operating as a public utility, or property not having a record of
sale within five years and not having a significant nunber of sal es of
simlar property in the general area, the provisions of this subsection
shall be the dom nant factors in valuation. Wen provisions of this
subsection are relied upon for establishing values the property owner
shal |l be advi sed upon request of the factors used in arriving at such
val ue.

(3) In valuing any tract or parcel of real property, the true and
fair value of the land, exclusive of structures thereon shall be
determ ned; also the true and fair value of structures thereon, but the
val uation shall not exceed the true and fair value of the total
property as it exists. In valuing agricultural |and, grow ng crops
shal | be excl uded.

Passed by the House April 18, 2007.

Passed by the Senate April 12, 2007.

Approved by the Governor May 2, 2007.

Filed in Ofice of Secretary of State May 3, 2007.
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