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As of January 15, 2024

Title:  An act relating to a business and occupation tax on the privilege of providing property for 
rent and supporting access to affordable rental property by exempting from tax landlords 
participating in a rent stabilization program.

Brief Description:  Reestablishing a business and occupation tax on the privilege of providing 
property for rent and supporting access to affordable rental property by exempting from tax 
landlords participating in a rent stabilization program.

Sponsors:  Senators Kuderer, Frame, Hasegawa, Lovelett, Nobles, Saldaña and Wellman.

Brief History:
Committee Activity:  Housing: 1/17/24.

Brief Summary of Bill

Makes the privilege of providing property for rent subject to the business 
and occupation tax (B&O).

•

Directs the Department of Commerce (Commerce) to develop and 
administer an optional residential rent stabilization program the requires 
landlords to limit increase in rent to no more than 5 percent each year.

•

Creates a B&O tax deduction for landlords participating in the residential 
rent stabilization program.

•

Requires Commerce to develop recommendations for a commercial rent 
stabilization program and submit a report of those recommendations to 
the Legislature by December 1, 2025.

•

SENATE COMMITTEE ON HOUSING

Staff: Samantha Doyle (786-7335)

This analysis was prepared by non-partisan legislative staff for the use of legislative 
members in their deliberations. This analysis is not part of the legislation nor does it 
constitute a statement of legislative intent.
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Background:  Business and Occupation Tax. The state business and occupation (B&O) tax 
is Washington's primary business tax. It is a gross receipts tax measured on the value of 
products, gross proceeds of sale, or gross income of the business. There are no deductions 
from the B&O tax for labor, materials, taxes, or other costs of doing business. The B&O tax 
rate varies by classification or activity. The major rates are: 0.471 percent for retailing 
activities, 0.484 percent for manufacturing and wholesaling activities, and for service and 
other activities, either 1.5 percent or 1.75 percent, depending upon the amount of annual 
gross income of the business. The state B&O tax includes a number of preferential tax rates, 
credits, exemptions, and deductions as well as several increased rates or surcharges. 
 
Taxing Rental Real Estate. In 1935, state law included a prohibition against taxing income 
from the rental of real estate. In 1959, the law was amended to subject the rental of real 
estate to B&O tax at a rate of 0.25 percent. The following year the Washington State 
Supreme Court determined this to was non-uniform taxation and ruled the tax to be 
unconstitutional in Apartment Operators Association of Seattle v. Schumacher. The 
Washington State Supreme Court later questioned the validity of Schumacher, but never 
specifically overturned the holding. 
 
Home Security Fund. The Home Security Fund is used by the Department of Commerce 
(Commerce) to manage the state homeless housing programs, issue private rental housing 
payments, and provide housing and shelter support. The Eviction Prevention Rental 
Assistance Program is one of several housing programs administered by Commerce. Monies 
in the account consist of document recording surcharges and appropriations from the 
Legislature. 
 
Rent Regulation. The Residential Landlord-Tenant Act and Manufactured/Mobile Home 
Landlord-Tenant Act establish rights and duties for both tenants and landlords, such as 
conditions for eviction and termination of the lease, notice requirements, and the handling 
of security deposits. These laws do not restrict the amount in which a landlord may increase 
rent. 
 
Tax Preference Performance Requirements. State law provides for a range of tax 
preferences that confer reduced tax liability upon a designated class of taxpayer. Tax 
preferences include tax exclusions, deductions, exemptions, preferential tax rates, deferrals, 
and credits. Washington has over 700 tax preferences, including a variety of sales and use 
tax exemptions. Legislation that establishes or expands a tax preference must include a tax 
preference performance statement that identifies the public policy objective of the 
preference, as well as specific metrics the Joint Legislative Audit and Review Committee 
can use to evaluate the effectiveness of the preference. All new tax preferences 
automatically expire after ten years unless an alternative expiration date is provided.

Summary of Bill:  Business and Occupation Tax. Any person engaging in the business of 
providing property for rent is subject to B&O tax. The tax on residential rental property 
begins January 1, 2025. The tax on commercial rental property begins January 1, 2027.  
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The measure of tax is the gross proceeds from rent multiplied by a rate of either 1.5 or 1.75 
percent for taxable activities of $1 million or more in the prior year. 
 
All revenue from the tax on providing property for rent must be deposited into the Home 
Security Fund to support the Eviction Prevention Rental Assistance Program. 
 
Business and Occupation Tax Deduction. B&O tax deduction is available to landlords 
participating in a rent stabilization program administered by Commerce. The tax deduction 
for residential rental property begins January 1, 2025. The tax deduction for commercial 
rental property begins January 1, 2027. 
 
The deduction is equal to the amount of rent collected by a landlord on rental property for 
which the landlord has certified that increases in rent do not exceed that allowable under a 
rent stabilization program administered by Commerce. 
 
Any person claiming a deduction must provide documentation to the Department of 
Revenue (DOR) sufficient to verify certification by Commerce. 
 
DOR must publish guidance to assist landlords in determining the amount of tax due. The 
guidance must include information about the rent stabilization certification program. 
 
The tax deduction for residential rental property expires January 1, 2035. The tax deduction 
for commercial rental property expires January 1, 2037. 
 
Residential Rent Stabilization Program. Commerce must develop and administer an 
optional residential rent stabilization program. The program must include a process to 
certify landlords who do not increase the amount charged for rent:

during the first 12 months after the tenancy begins; and•
during any 12-month period, in an amount greater than 5 percent.•

 
The rent increase limitations do not apply to a manufactured/mobile home community 
(MHC) during the first 12 months after the sale of a MHC to an eligible organization, as 
provided by the Manufactured/Mobile Home Landlord-Tennant Act, whose mission aligns 
with the long-term preservation and affordability of the MHC. Any rent and fee increase 
must be as needed to cover the cost of purchasing the MHC and be approved by vote or 
agreement with the majority of the homeowners in the MHC. 
 
Commerce must make information about the rent stabilization program available on its 
website. The information must include information about the tax deduction for landlords 
participating in the program. 
 
Commercial Rent Stabilization Program. Commerce, in consultation with the Office of the 
Attorney General, DOR, and relevant stakeholder groups, must develop recommendations 
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for a rent stabilization program for commercial rental property. The recommendations must 
be comparable to the rent restrictions and other relevant provisions of the residential rent 
stabilization program. Commerce must submit a report with the recommendations to the 
appropriate committees of the Legislature by December 1, 2025. 
 
Tax Preference Performance Requirements. The act contains a tax preference performance 
statement that states it is the Legislature's specific public policy objective to create and 
maintain a stable and affordable rental housing market by providing a tax incentive to 
landlords that limit increases in rent.

Appropriation:  None.

Fiscal Note:  Requested on January 10, 2024.

Creates Committee/Commission/Task Force that includes Legislative members:  No.

Effective Date:  The bill contains several effective dates.  Please refer to the bill.
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