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SUBSTI TUTE HOUSE BI LL 2315

Passed Legislature - 1998 Regul ar Session
St ate of WAshi ngt on 55th Legislature 1998 Regul ar Sessi on

By House Comm ttee on Finance (originally sponsored by Representatives
Thonmpson, Mulliken, B. Thomas and Dunshee; by request of Departnent of
Revenue)

Read first tine 01/ 15/98. Referred to Commttee on

AN ACT Rel ating to technical corrections of excise and property tax
statutes; anendi ng RCW 19. 146. 050, 82.04.392, 82.04.405, 82.08.0262,
82.08. 0263, 82.12.0254, 82.32.210, 82.32.215, 82.32.220, 82.36.130,
84.12.230, 84.33.091, 84.34.111, 84.34.131, 84.34.141, 84.34.145,
84.34.150, 84.36.037, 84.36.041, 84.36.161, 84.36.353, 84.36.473,
84.36. 815, 84.36.825, and 84.36.835; reenacting and anending RCW
82. 04. 260, 84.36. 800, 84.36.805, and 84. 36.810; creating a new secti on;
and repeal i ng RCW 84. 36. 330.

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

Sec. 1. RCW19. 146. 050 and 1997 ¢ 106 s 5 are each anended to read
as follows:

All noneys received by a nortgage broker from a borrower for
paynment of third-party provider services shall be deened as held in
trust imediately upon receipt by the nortgage broker. A nortgage
broker shall deposit, prior to the end of the third business day
foll owi ng recei pt of such trust funds, all such trust funds in a trust
account of a federally insured financial institution located in this
st at e. All trust account funds collected under this chapter nust
remain on deposit in a trust account in the state of Washi ngton until
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di sbursenent. The trust account shall be desi gnated and mai ntai ned for
t he benefit of borrowers. Moneys maintained in the trust account shal
be exenmpt from execution, attachment, or garnishnent. A nortgage
broker shall not in any way encunber the corpus of the trust account or
commngle any other operating funds wth trust account funds.
Wthdrawals from the trust account shall be only for the paynent of
bona fide services rendered by a third-party provider or for refunds to
borrowers. The director shall nake rules which: (1) Direct nortgage
brokers how t o handl e checks and ot her instrunents that are recei ved by
the broker and that conmbine trust funds with other funds; and (2)
permt transfer of trust funds out of the trust account for paynent of
ot her costs only when necessary and only with the prior express witten
perm ssion of the borrower. Any interest earned on the trust account
shall be refunded or credited to the borrowers at closing. Tr ust
accounts that are operated in a manner consistent wwth this section and
any rules adopted by the director, are not considered ((exerpt—rom
taxat+en)) gross receipts taxable under chapter 82.04 RCW

Sec. 2. RCW82.04.260 and 1996 ¢ 148 s 2 and 1996 c 115 s 1 are
each reenacted and anmended to read as foll ows:

(1) Upon every person engaging within this state in the busi ness of
buyi ng wheat, oats, dry peas, dry beans, lentils, triticale, canola,
corn, rye and barley, but not including any manufactured ((er
processed)) products thereof, and selling the sane at whol esale; the
tax inposed shall be equal to the gross proceeds derived from such
sales multiplied by the rate of 0.011 percent.

(2) Upon every person engaging within this state in the busi ness of
manuf act uri ng wheat into flour, barley into pearl barl ey, soybeans into
soybean oil, canola into canola oil, canola nmeal, or canol a byproducts,
or sunfl ower seeds into sunflower oil; as to such persons the anmount of
tax with respect to such business shall be equal to the value of the
flour, pear | barley, oil, canola neal, or canola byproduct
manuf actured, nmultiplied by the rate of 0.138 percent.

(3) Upon every person engaging within this state in the busi ness of
splitting or processing dried peas; as to such persons the anount of
tax with respect to such business shall be equal to the value of the
peas split or processed, nultiplied by the rate of 0.275 percent.

(4) Upon every person engaging withinthis state in the busi ness of
manuf acturi ng seaf ood products which remain in a raw, raw frozen, or

SHB 2315. SL p. 2
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raw salted state at the conpl etion of the manufacturing by that person;
as to such persons the ampbunt of tax with respect to such business
shal | be equal to the val ue of the products nmanufactured, multiplied by
the rate of 0.138 percent.

(5) Upon every person engaging within this state in the busi ness of
manufacturing by canning, preserving, freezing, processing, or
dehydrating fresh fruits and vegetabl es, or selling at whol esal e fresh
fruits and vegetables canned, preserved, frozen, processed, or
dehydrated by the seller and sold to purchasers who transport in the
ordi nary course of business the goods out of this state; as to such
persons the anpbunt of tax with respect to such business shall be equal
to the value of the products canned, preserved, frozen, processed, or
dehydrated nmultiplied by the rate of 0.33 percent. As proof of sale to
a person who transports in the ordi nary course of busi ness goods out of
this state, the seller shall annually provide a statenent in a form
prescri bed by the departnment and retain the statenment as a business
record.

(6) Upon every nonprofit corporation and nonprofit association
engaging within this state in research and devel opnent, as to such
corporations and associ ations, the anobunt of tax with respect to such
activities shall be equal to the gross inconme derived from such
activities multiplied by the rate of 0.484 percent.

(7) Upon every person engaging within this state in the busi ness of
sl aughtering, breaking and/or processing perishable neat products
and/or selling the sane at whol esale only and not at retail; as to such
persons the tax inposed shall be equal to the gross proceeds derived
fromsuch sales nmultiplied by the rate of 0.138 percent.

(8) Upon every person engaging wthin this state in the busi ness of
making sales, at retail or wholesale, of nuclear fuel assenblies
manuf actured by that person, as to such persons the anount of tax with
respect to such business shall be equal to the gross proceeds of sales
of the assenblies nmultiplied by the rate of 0.275 percent.

(9) Upon every person engaging within this state in the busi ness of
manuf act uri ng nucl ear fuel assenblies, as to such persons the anount of
tax with respect to such business shall be equal to the value of the
products manufactured nultiplied by the rate of 0.275 percent.

(10) Upon every person engaging within this state in the business
of acting as a travel agent or tour operator; as to such persons the
anount of the tax with respect to such activities shall be equal to the

p. 3 SHB 2315. SL



© 00 N O Ol WDN P

W W W W W W WwWwwWwMNDNDNMDNDNMNDNMDDNMNMNDNMDNMNMNMNMDNEPRPPRPERPRPRPPRPERPRRERPPRPRE
0O NO Ol A W NPEFP O OOWwuNO O P~ WNPEPEOOWOOLwNOO O~ owDdNDEe. o

gross incone derived from such activities nultiplied by the rate of
0. 275 percent.

(11) Upon every person engaging within this state in business as an
i nternational steanship agent, international custons house broker,
international freight forwarder, vessel and/or cargo charter broker in
foreign comrerce, and/or international air cargo agent; as to such
persons the anount of the tax with respect to only international
activities shall be equal to the gross inconme derived from such
activities nultiplied by the rate of 0.363 percent.

(12) Upon every person engaging within this state in the business
of stevedoring and associ ated activities pertinent to the novenent of
goods and commodities in waterborne interstate or foreign comrerce; as
to such persons the anount of tax with respect to such business shal
be equal to the gross proceeds derived fromsuch activities nmultiplied
by the rate of 0.363 percent. Persons subject to taxation under this
subsection shall be exenpt from paynent of taxes inposed by chapter
82.16 RCWfor that portion of their business subject to taxation under
this subsection. Stevedoring and associated activities pertinent to
the conduct of goods and comobdities in waterborne interstate or
foreign commerce are defined as all activities of a | abor, service or
transportati on nature whereby cargo nay be | oaded or unloaded to or
fromvessels or barges, passing over, onto or under a wharf, pier, or
simlar structure; cargo may be noved to a warehouse or simlar hol ding
or storage yard or area to await further novenent in inport or export
or may nove to a consolidation freight station and be stuffed,
unstuffed, containerized, separated or otherwi se segregated or
aggregated for delivery or |oaded on any node of transportation for
delivery to its consignee. Specific activities included in this
definition are: Whar f age, handling, |oading, unloading, noving of
cargo to a convenient place of delivery to the consignee or a
conveni ent place for further novenent to export node; documentation
services in connection with the receipt, delivery, checking, care
custody and control of cargo required in the transfer of cargo;
i nported autonobile handling prior to delivery to consignee; term nal
stevedoring and incidental vessel services, including but not limted
to plugging and wunplugging refrigerator service to containers,
trailers, and other refrigerated cargo receptacles, and securing ship
hat ch covers.

SHB 2315. SL p. 4
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(13) Upon every person engaging within this state in the business
of disposing of |lowlevel waste, as defined in RCW 43.145.010; as to
such persons the anmount of the tax with respect to such busi ness shal
be equal to the gross incone of the business, excluding any fees
i nposed under chapter 43.200 RCW nultiplied by the rate of 3.3
percent .

| f the gross incone of the taxpayer is attributable to activities
both within and without this state, the gross incone attributable to
this state shall be determned in accordance with the nmethods of
apportionnment required under RCW 82. 04. 460.

(14) Upon every person engaging within this state as an insurance
agent, insurance broker, or insurance solicitor |licensed under chapter
48.17 RCW as to such persons, the anmpbunt of the tax with respect to
such licensed activities shall be equal to the gross income of such
business multiplied by the rate of 0.55 percent.

(15) Upon every person engaging within this state in business as a
hospital, as defined in chapter 70.41 RCW that is operated as a
nonprofit corporation or by the state or any of its political
subdi vi sions, as to such persons, the anmpbunt of tax with respect to
such activities shall be equal to the gross incone of the business
multiplied by the rate of 0.75 percent through June 30, 1995, and 1.5
percent thereafter. The noneys coll ected under this subsection shal
be deposited in the health services account created under RCW
43. 72. 900.

Sec. 3. RCWS82.04.392 and 1997 ¢ 106 s 21 are each anended to read
as follows:

This chapter shall not apply to amounts received from trust
accounts ((t+hat)) to nortgage brokers for the paynent of third-party
costs if the accounts are operated in a manner consistent with RCW

19. 146.050 and any rules adopted by the director of financial
institutions.

Sec. 4. RCWS82.04.405 and 1970 ex.s. ¢ 101 s 3 are each anended to
read as foll ows:

This chapter shall not apply to the gross inconme of credit unions
organi zed under the laws of this state, any other state, or the United
St at es.
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Sec. 5. RCW82.08.0262 and 1994 ¢ 43 s 1 are each anended to read
as follows:

The tax levied by RCW 82.08.020 shall not apply to sales of
airplanes, |oconotives, railroad cars, or watercraft for wuse in
conducting interstate or foreign comerce by transporting therein or
therewith property and persons for hire or for use in conducting
comerci al deep sea fishing operations outside the territorial waters
of the state or airplanes sold to the United States governnent; also
sal es of tangible personal property which becones a conponent part of
such ai rpl anes, | oconotives, railroad cars, or watercraft, and of notor
vehicles or trailers whether owmed by or | eased with or without drivers
and used by the holder of a carrier permt issued by the Interstate
Commer ce Conmi ssion or its successor agency authorizing transportation
by notor vehicle across the boundaries of this state, in the course of
constructing, repairing, cleaning, altering, or inproving the sane;
al so sales of or charges nmade for |abor and services rendered in
respect to such constructing, repairing, cleaning, altering, or

I nprovi ng.

Sec. 6. RCW82.08.0263 and 1995 ¢ 63 s 1 are each anended to read
as follows:

The tax | evied by RCW82.08.020 shall not apply to sal es of notor
vehicles and trailers to be used for the purpose of transporting
therein persons or property for hirein interstate or foreign conmerce
whet her such use is by the owner or whether such notor vehicles and
trailers are leased to the user with or without drivers: PROVI DED,
That the purchaser or user nust be the holder of a carrier permt
i ssued by the Interstate Commerce Conm ssion or its successor agency.

Sec. 7. RCW82.12.0254 and 1995 ¢ 63 s 2 are each anended to read
as follows:

The provisions of this chapter shall not apply in respect to the
use of any airplane, |oconotive, railroad car, or watercraft used
primarily in conducting interstate or foreign commerce by transporting
therein or therewith property and persons for hire or used primarily in
comerci al deep sea fishing operations outside the territorial waters
of the state, and in respect to use of tangi bl e personal property which
becones a conponent part of any such airplane, |oconotive, railroad
car, or watercraft, and in respect to the use by a nonresident of this

SHB 2315. SL p. 6
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state of any notor vehicle or trailer used exclusively in transporting
persons or property across the boundaries of this state and in
intrastate operations incidental thereto when such notor vehicle or

trailer is registered and licensed in a foreign state and in respect to
the use by a nonresident of this state of any notor vehicle or trailer

so registered and licensed and used within this state for a period not

exceeding fifteen consecutive days under such rules as the departnent

of revenue shall adopt: PROVIDED, That under circunstances determ ned
to be justifiable by the departnent of revenue a second fifteen day
period may be aut horized consecutive with the first fifteen day peri od;

and for the purposes of this exenption the term"nonresident" as used
herein, shall include a user who has one or nore places of business in
this state as well as in one or nore other states, but the exenption
for nonresidents shall apply only to those vehicles which are nost

frequent |y di spatched, garaged, serviced, maintained, and operated from
the user’s place of business in another state; and in respect to the
use by the holder of a carrier permt issued by the Interstate Comrerce
Conmm ssion or its successor agency of any notor vehicle or trailer

whet her owned by or | eased with or without driver to the permt hol der

and used in substantial part in the normal and ordinary course of the
user’s business for transporting therein persons or property for hire
across the boundaries of this state; and in respect to the use of any
notor vehicle or trailer while being operated under the authority of a
one-transit permt issued by the director of |licensing pursuant to RCW
46. 16. 160 and novi ng upon the highways fromthe point of delivery in
this state to a point outside this state; and in respect to the use of

t angi bl e personal property whi ch becones a conponent part of any notor

vehicle or trailer used by the holder of a carrier permt issued by the
Interstate Commerce Commission or its successor agency authorizing
transportation by notor vehicle across the boundaries of this state
whet her such notor vehicle or trailer is owed by or |l eased with or

w thout driver to the permt hol der.

Sec. 8. RCW82.32.210 and 1997 ¢ 157 s 3 are each anended to read
as follows:

(1) If any fee, tax, increase, or penalty or any portion thereof is
not paid wwthin fifteen days after it becomes due, the departnent of
revenue may issue a warrant ((under—ts—offi+eial—seal)) in the anount
of such unpaid suns, together with interest thereon fromthe date the

p. 7 SHB 2315. SL
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warrant is issued until the date of paynent. | f, however, the
departnent of revenue believes that a taxpayer is about to cease
busi ness, |eave the state, or renove or dissipate the assets out of
whi ch fees, taxes or penalties mght be satisfied and that any tax or
penalty wll not be paid when due, it may declare the fee, tax or
penalty to be imrediately due and payable and may issue a warrant
i mredi atel y.

(a) Interest inposed before January 1, 1999, shall be conputed at
the rate of one percent of the anmount of the warrant for each thirty
days or portion thereof.

(b) Interest inposed after Decenber 31, 1998, shall be conputed on
a daily basis on the anmpbunt of outstanding tax or fee at the rate as
conputed under RCW 82.32.050(2). The rate so conputed shall be
adjusted on the first day of January of each year for use in conmputing
interest for that calendar year. As used in this subsection, "fee"
does not include an adm nistrative filing fee such as a court filing
fee and warrant fee.

(2) The departnent shall file a copy of the warrant with the clerk
of the superior court of any county of the state in which real and/or
personal property of the taxpayer may be found. Upon filing, the clerk
shall enter in the judgnment docket, the name of the taxpayer nentioned
in the warrant and i n appropriate colums the anmount of the fee, tax or
portion thereof and any increases and penalties for which the warrant
is issued and the date when the copy is filed, and t hereupon the anount
of the warrant so docketed shall becone a specific |lien upon all goods,
war es, nmerchandi se, fixtures, equipnent, or other personal property
used in the conduct of the business of the taxpayer against whomthe
warrant is issued, including property owned by third persons who have
a beneficial interest, direct or indirect, in the operation of the
busi ness, and no sale or transfer of the personal property in any way
affects the lien.

(3) The lien shall not be superior, however, to bona fide interests
of third persons which had vested prior to the filing of the warrant
when the third persons do not have a beneficial interest, direct or
indirect, in the operation of the business, other than the securing of
the paynent of a debt or the receiving of a regular rental on
equi pnent. The phrase "bona fide interests of third persons" does not
i nclude any nortgage of real or personal property or any other credit
transaction that results in the nortgagee or the hol der of the security

SHB 2315. SL p. 8
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acting as trustee for unsecured creditors of the taxpayer nmentioned in
the warrant who executed the chattel or real property nortgage or the
docunent evidencing the credit transaction.

(4) The anount of the warrant so docketed shall thereupon also
becone a lien upon the title to and interest in all other real and
personal property of the taxpayer agai nst whomit is issued the sanme as
a judgnent in a civil case duly docketed in the office of the clerk.
The warrant so docketed shall be sufficient to support the issuance of
wits of garnishment in favor of the state in the manner provided by
law in the case of judgnents wholly or partially unsatisfied.

Sec. 9. RCWS82.32.215 and 1983 1st ex.s. ¢ 55 s 9 are each anended
to read as foll ows:

| f any warrant issued under this chapter is not paid wwthin thirty
days after it has been filed with the clerk of the superior court, or
i f any taxpayer is delinquent, for three consecutive reporting peri ods,
in the transmssion to the departnent of revenue of retail sales tax
collected by ((h+)) the taxpayer, the departnent of revenue may, by
order ((+ssued—under—ts—offietal—seal)), revoke the certificate of
regi stration of the taxpayer agai nst whomthe warrant was i ssued, and,
if the order is entered, a copy thereof shall be posted in a
conspi cuous place at the main entrance to the taxpayer’s place of
busi ness and shall remain posted until such tinme as the warrant has
been paid. Any certificate so revoked shall not be reinstated, nor
shall a new certificate of registration be issued to the taxpayer,
until the amount due on the warrant has been paid, or provisions for
paynment satisfactory to the departnent of revenue have been entered,
and until the taxpayer has deposited with the departnment of revenue
such security for paynent of any taxes, increases, and penalties, due
or which may becone due in an anount and under such ternms and
conditions as the departnment of revenue may require, but the anount of
the security shall not be greater than one-half the estinmated average
annual liability of the taxpayer.

Sec. 10. RCW 82. 32. 220 and 1983 1st ex.s. ¢ 55 s 10 are each
anmended to read as foll ows:

The departnent of revenue may i ssue an order of execution, pursuant
toafiled warrant, ((under—ts—eoffietal—seal)) directed to the sheriff
of the county in which the warrant has been filed, commandi ng ((h+m))

p. 9 SHB 2315. SL
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the sheriff to |l evy upon and sell the real and/or personal property of
the taxpayer found within ((hs)) the sheriff’s county, or so nuch
thereof as may be necessary, for the paynent of the anmount of the
warrant, plus the cost of executing the warrant, and return the warrant
to the departnent of revenue and pay to it the noney collected by
virtue thereof within sixty days after the recei pt of the warrant. The
sheriff shall thereupon proceed upon the sanme in all respects and with
like effect as prescribed by law with respect to execution or other
process issued against rights or property upon judgnments of the
superior court.

The sheriff shall be entitled to fees as provided by law for
((hts)) the sheriff’s services in |evying execution on a superior court
j udgment and the clerk shall be entitled to a filing fee as provi ded by
| aw, which shall be added to the anpbunt of the warrant.

The proceeds received from any sale shall be credited upon the
anount due under the warrant and when the final amount due i s received,
together with interest, penalties, and costs, the judgnment docket shal
show the claim for taxes to be satisfied and the clerk of the court
shall so note upon the docket. Any surplus received fromany sal e of
property shall be paid to the taxpayer or to any |lien holder entitled
thereto. If the return on the warrant shows that the sanme has not been
satisfied in full, the anount of the deficiency shall remain the sane
as a judgnent agai nst the taxpayer which may be collected in the sane
manner as the original anmount of the warrant.

Sec. 11. RCWS82.36.130 and 1961 ¢ 15 s 82. 36. 130 are each anended
to read as foll ows:

If any distributor is in default for nore than ten days in the
paynment of any excise taxes or penalties thereon, the director shal
i ssue a warrant ((under—the—oftfHiectal—seal—oefhis—eoffiece)) directed to
the sheriff of any county of the state conmanding ((h+#)) the sheriff
to levy upon and sell the goods and chattels of the distributor,
wi t hout exenption, found wthin ((h+s)) the sheriff’s jurisdiction, for
t he paynent of the anount of such delinquency, with the added penalties
and interest and the cost of executing the warrant, and to return such
warrant to the director and to pay the director the noney coll ected by
virtue thereof withinthe tinme to be therein specified, which shall not
be less than twenty nor nore than sixty days from the date of the
war r ant . The sheriff to whom the warrant is directed shall proceed

SHB 2315. SL p. 10
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upon it in all respects and with |ike effect and in the sane manner as
prescribed by law in respect to executions issued against goods and
chattels upon judgnent by a court of record and shall be entitled to
the sane fees for ((his)) the sheriff’s services to be collected in the
sane manner.

Sec. 12. RCW84.12.230 and 1984 c 132 s 1 are each anended to read
as follows:

Each conpany doing business in this state shall annually on or
before the 15th day of March, nmeke and file with the departnent of
revenue an annual report, in such manner, upon such form and giving
such information as the departnment may direct: PROVI DED, That the
departnent, upon witten request filed on or before such date and for
good cause shown therein, may all ow an extension of tinme for filing not
to exceed sixty days. At the tine of nmaking such report each conpany
shall also be required to furnish to the departnent the annual reports
of the board of directors, or other officers to the stockhol ders of the
conpany, duplicate copies of the annual reports made to the interstate
commerce conm ssion or its successor agency and to the utilities and
transportation comm ssion of this state and duplicate copies of such
other reports as the departnent may direct: PROVI DED, That the
duplicate copies of these annual reports shall not be due until such
tinme as they are due to the stockhol ders or conmm ssioners.

Sec. 13. RCW 84.33.091 and 1984 c 204 s 11 are each anended to
read as foll ows:

(1) The departnment of revenue shall designate areas containing
ti nber having simlar grow ng, harvesting, and marketing conditions to
be used as units for the preparation and application of stunpage
val ues. Each year on or before Decenber 31 for use the follow ng
January t hrough June 30, and on or before June 30 for use the follow ng
July through Decenber 31, the departnent shall prepare tables of
st unpage val ues of each species or subclassification of tinber within
these units. The stunpage value shall be the anount that each such
speci es or subclassification wuld sell for at a voluntary sale nmade in
the ordinary course of business for purposes of imedi ate harvest.
These stunpage values, expressed in terns of a dollar anmount per
t housand board feet or other unit neasure, shall be determned in a
manner whi ch nmakes reasonabl e and adequate all owances for age, size,

p. 11 SHB 2315. SL
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quality, costs of renoval, accessibility to point of conversion, market
conditions, and all other relevant factors from

(a) Goss proceeds from sales on the stunp of simlar tinber of
like quality and character at simlar locations, and in simlar
gquantities;

(b) Gross proceeds fromsales of |ogs adjusted to reflect only the
portion of such proceeds attributable to value on the stunp i medi ately
prior to harvest; or

(c) A conbination of (a) and (b) of this subsection.

(2) Upon application fromany person who plans to harvest damaged
ti mber, the stunpage val ues for which have been naterially reduced from
t he val ues shown in the applicable tables due to danage resulting from
fire, blow down, ice storm flood, or other sudden unforeseen cause,
the departnent shall revise the stunpage value tables for any area in
which such tinber is located and shall specify any additional
accounting or other requirenments to be conplied with in reporting and
payi ng the tax.

(3) The prelimnary area desi gnations and stunpage val ue tabl es and
any revisions thereof are subject to review by the ways and neans
commttees of the house of representatives and senate prior to
finalization. Tabl es of stunpage values shall be signed by the

director or the director’s designee ((andauthenticated-bytheofiiectal
seal—of—thedepartrent)). A copy thereof shall be mailed to anyone who

has submtted to the departnent a witten request for a copy.

(4) On or before the sixtieth day after the date of final adoption
of any stunpage val ue tables, any harvester may appeal to the board of
tax appeals for a revision of stunpage values for an area determ ned
pursuant to subsection (3) of this section.

Sec. 14. RCW 84.34.111 and 1973 1st ex.s. ¢ 212 s 13 are each
anmended to read as foll ows:

The owner of any land as to which additional tax is inposed as
provided in this chapter ((232—taws—oef—19/43—1st—ex—sess—)) shall have
W th respect to valuation of the I and and inposition of the additional
tax all renmedies provided by this title ((84REW).

Sec. 15. RCW 84.34. 131 and 1973 1st ex.s. ¢ 212 s 16 are each
anmended to read as foll ows:

SHB 2315. SL p. 12
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Not hing in this chapter ((2¥2—taws—ef—1973—1Ist—ex—sess—)) shal
be construed as in any manner affecting the nethod for valuation of
ti mber standing on tinber |and which has been classified under ((the
previsiens—of)) this chapter ((212—taws—of 1973 1stex—sess)).

Sec. 16. RCW 84. 34. 141 and 1973 1st ex.s. ¢ 212 s 17 are each
anmended to read as foll ows:

The departnment of revenue of the state of Washington shall nmake
such rules and regul ati ons consistent with ((the—previsions—of)) this
chapter ((232—taws—of—19743—1Ist—ex—sess—)) as shall be necessary or
desirable to permt its effective adm nistration.

Sec. 17. RCWB84. 34. 145 and 1992 ¢ 69 s 13 are each anended to read
as follows:

The county legislative authority shall appoint a five nenber
commttee representing the active farmng community within the county
to serve in an advisory capacity to the assessor in inplenenting
assessnent qgui delines as established by the departnent of revenue for
t he assessnent of open space, farns and agricultural |ands, and ti nber
| ands cl assified ((pursuant—toe)) under this chapter ((232—taws—oe+—1973
Ist—ex—sess)).

Sec. 18. RCW84. 34.150 and 1992 ¢ 69 s 14 are each anended to read
as follows:

Land cl assified under the provisions of chapter 84.34 RCWprior to
July 16, 1973 which neets the criteria for classification under ((the
provisiens—of)) this chapter ((232—taws—of1973Ist—ex—sess-)), is
hereby reclassified under ((the—provistons—of)) this chapter ((2%2-
taws—ef—1973—1st—ex—sess)). This change in classification shall be
made w thout additional tax, applicable interest, penalty, or other
requirenment s( (+—PROVI-BDED—Fhat) ) but subsequent to such
reclassification, the land shall be fully subject to ((the—provisions
ef)) this chapter ((8434RcAN). A condition inposed by a granting
authority prior to July 16, 1973, upon |l and cl assified pursuant to RCW
84.34.020 (1) or (3) shall remain in effect during the period of
cl assification.

Sec. 19. RCWS84. 36.037 and 1997 c 298 s 1 are each amended to read
as foll ows:

p. 13 SHB 2315. SL
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(1) Real or personal property owned by a nonprofit organization,
association, or corporation in connection wth the operation of a
public assenbly hall or neeting place is exenpt from taxation. The
area exenpt under this section includes the building or buildings, the
| and under the buil dings, and an addi ti onal area necessary for parKking,
not exceeding a total of one acre((:—PROUDED—Fhat—for)). When
property for which exenption is sought is essentially uninproved except
for restroomfacilities and structures ((en—sueh)) and this property
((whi-eh)) has been used primarily for annual community celebration
events for at least ten years, ((sueh)) the exenpt property shall not
exceed twenty-nine acres.

(2) To qualify for this exenption the property nust be used
excl usively for public gatherings and be avail able to all organi zati ons
or persons desiring to use the property, but the owner may i npose
conditions and restrictions which are necessary for the saf ekeepi ng of
the property and pronote the purposes of this exenption. Menbership
shall not be a prerequisite for the use of the property.

(3) The use of the property for pecuniary gain or to pronote
busi ness activities, except as provided in this section, nullifies the
exenpti on otherwi se avail able for the property for the assessnent year.
The exenption is not nullified by:

(a) The collection of rent or donations if the anount is reasonabl e
and does not exceed mmi ntenance and operati on expenses created by the
user.

(b) Fund-raising activities conducted by a nonprofit organization.

(c) The use of the property for pecuniary gain or to pronote
busi ness activities for periods of not nore than seven days in a year.

(d) An inadvertent use of the property in a manner inconsistent
wi th the purpose for which exenption is granted, if the i nadvertent use
is not part of a pattern of use. A pattern of use is presuned when an
i nadvertent use is repeated in the sane assessnent year or in two or
nore successive assessnment years.

(4) The departnment of revenue shall narrowWy construe this
exenpti on.

Sec. 20. RCWB84.36.041 and 1997 ¢ 3 s 124 are each anended to read
as follows:

(1) Al real and personal property used by a nonprofit home for the
aging that is reasonably necessary for the purposes of the hone is

SHB 2315. SL p. 14
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exenpt fromtaxation if the benefit of the exenption inures to the hone
and:

(a) At least fifty percent of the occupied dwelling units in the
home are occupied by eligible residents; or

(b) The hone is subsidized under a federal departnent of housing
and ur ban devel opnent program The departnent of revenue shall provide
by rule a definition of hones eligible for exenption under this
subsection (b), consistent with the purposes of this section.

(2) Al real and personal property used by a nonprofit honme for the
aging that is reasonably necessary for the purposes of the hone is
exenpt fromtaxation if the benefit of the exenption inures to the hone
and the construction, rehabilitation, acquisition, or refinancing of
the hone is financed under a program using bonds exenpt from federal
incone tax if at |east seventy-five percent of the total anount
financed uses the tax exenpt bonds and the financing programrequires
the home to reserve a percentage of all dwelling units so financed for
| ow i nconme residents. The initial term of the exenption under this
subsection shall equal the term of the tax exenpt bond used in
connection wth the financing program or the termof the requirenent
to reserve dwelling units for |lowincone residents, whichever is
shorter. |If the financing programinvolves | ess than the entire hone,
only those dwelling units included in the financing program are
eligible for total exenption. The departnent of revenue shall provide
by rule the requirenments for nonitoring conpliance with the provisions
of this subsection and the requirenents for exenption including:

(a) The nunber or percentage of dwelling units required to be
occupi ed by lowincone residents, and a definition of |ow incong;

(b) The type and character of the dwelling units, whether
i ndependent units or otherw se; and

(c) Any particular requirenments for continuing care retirenent
comuni ties.

(3) Ahonme for the aging is eligible for a partial exenption on the
real property and a total exenption for the hone’s personal property if
the home does not neet the requirenents of subsection (1) of this
section because fewer than fifty percent of the occupied dwelling units
are occupied by eligible residents, as foll ows:

(a) A partial exenption shall be allowed for each dwelling unit in
a hone occupied by a resident requiring assistance wwth activities of
daily living.

p. 15 SHB 2315. SL
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(b) A partial exenption shall be allowed for each dwelling unit in
a hone occupied by an eligible resident.

(c) A partial exenption shall be allowed for an area jointly used
by a hone for the aging and by a nonprofit organization, association,
or corporation currently exenpt fromproperty taxation under one of the
other provisions of this chapter. The shared area nust be reasonably
necessary for the purposes of the nonprofit organi zation, associ ation,
or corporation exenpt from property taxation under one of the other
provi sions of this chapter, such as kitchen, dining, and | aundry areas.

(d) The anount of exenption shall be cal culated by nultiplying the
assessed val ue of the property reasonably necessary for the purposes of
the honme, | ess the assessed val ue of any area exenpt under (c) of this
subsection, by a fraction. The nunerator of the fraction is the nunber
of dwelling units occupied by eligible residents and by residents
requiring assistance with activities of daily living. The denom nat or
of the fraction is the total nunber of occupied dwelling units as of
January 1lst of the year for which exenption is clained.

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

(5 A hone for the aging is exenpt from taxation only if the
organi zati on operating the hone i s exenpt fromincone tax under section
501(c) of the federal internal revenue code as existing on January 1,
1989, or such subsequent date as the director may provide by rule
consistent wwth the purposes of this section.

(6) In order for the honme to be eligible for exenption under
subsections (1)(a) and (2)(b) of this section, each eligible resident
of a hone for the aging shall submt an incone verification formto the
county assessor by July 1st of the assessnent year in which the
application for exenption is nmade. The incone verification formshal
be prescribed and furni shed by the departnent of revenue. An eligible
resident who has filed a formfor a previous year need not file a new
form until there is a change in status affecting the person’s
eligibility.

(7) I'n determ ning the assessed value of a honme for the aging for
pur poses of the partial exenption provided by subsection (3) of this
section, the assessor shall apply the conputation nethod provided by
RCW84. 34. 060 and shall consider only the use to which such property is

SHB 2315. SL p. 16
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applied during the years for which such partial exenptions are
avai |l abl e and shall not consider potential uses of such property.
(8) ((A-herme—tor—theagingthat—was—exempt—or—partially—exenpt—+for
| evied_i : N . . . o :

£9))) As used in this section:

(a) "Eligible resident” neans a person who:

(1) Occupied the dwelling unit as a principal place of residence as
of January 1st of the year for which the exenption is clained.
Confinenent of the person to a hospital or nursing hone does not
disqualify the claimof exenption if the dwelling unit is tenporarily
unoccupied or if the dwelling unit is occupied by a spouse, a person
financially dependent on the claimant for support, or both; and

(1i) Is sixty-one years of age or older on Decenber 31st of the
year in which the exenption claimis filed, or is, at the tine of
filing, retired fromregular gai nful enpl oynent by reason of physical
disability. Any surviving spouse of a person who was receiving an
exenption at the tinme of the person’s death shall qualify if the
surviving spouse is fifty-seven years of age or older and otherw se
nmeets the requirenents of this subsection; and

p. 17 SHB 2315. SL
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(1i1) Has a conbi ned di sposabl e i nconme of no nore than the greater
of twenty-two thousand dollars or eighty percent of the nedian incone
adjusted for famly size as nost recently determ ned by the federa
departnment of housing and urban devel opnent for the county in which the
person resides. For the purposes of determining eligibility under this
section, a "cotenant” means a person who resides with an eligible
resi dent and who shares personal financial resources with the eligible
resi dent.

(b) " Conbi ned di sposabl e i ncone"” neans the di sposabl e i ncone of the
person submtting the inconme verification form plus the disposable
i nconme of his or her spouse, and the di sposabl e i ncone of each cot enant
occupying the dwelling unit for the preceding cal endar year, |ess
anounts paid by the person submtting the incone verification formor
his or her spouse or cotenant during the previous year for the
treatment or care of either person received in the dwelling unit or in
a nursing home. |If the person submtting the incone verification form
was retired for two nonths or nore of the preceding year, the conbi ned
di sposabl e i ncome of such person shall be cal cul ated by nultiplyingthe
average nonthly conbi ned di sposabl e incone of such person during the
nmont hs such person was retired by twelve. |[If the incone of the person
submtting the incone verification formis reduced for two or nore
mont hs of the preceding year by reason of the death of the person’s
spouse, the conbined disposable incone of such person shall be
calculated by multiplying the average nonthly conbined disposable
i ncone of such person after the death of the spouse by twel ve.

(c) "Disposable income" neans adjusted gross incone as defined in
the federal internal revenue code, as anended prior to January 1, 1989,
or such subsequent date as the director may provide by rul e consistent
with the purpose of this section, plus all of the followng itens to
the extent they are not included in or have been deducted fromadj usted
gr oss i ncone:

(1) Capital gains, other than nonrecognized gain on the sale of a
princi pal residence under section 1034 of the federal internal revenue
code, or gain excluded from incone under section 121 of the federa
internal revenue code to the extent it is reinvested in a new principal
resi dence;

(1i1) Amounts deducted for | oss;

(ii11) Anmounts deducted for depreciation;

(1v) Pension and annuity receipts;

SHB 2315. SL p. 18
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(v) Mlitary pay and benefits other than attendant-care and
medi cal -ai d paynents;

(vi) Veterans benefits other than attendant-care and nedical -aid
payment s;

(vii) Federal social security act and railroad retirenment benefits;

(viii) D vidend receipts; and

(i1x) Interest received on state and nuni ci pal bonds.

(d) "Resident requiring assi stance with activities of daily living"
means a person who requires significant assistance with the activities
of daily living and who would be at risk of nursing hone placenent
Wi thout this assistance.

(e) "Honme for the aging" nmeans a residential housing facility that
(1) provides a housing arrangenent chosen voluntarily by the resident,
the resident’s guardi an or conservator, or another responsi bl e person;
(1i) has only residents who are at | east sixty-one years of age or who
have needs for care generally conpatible with persons who are at | east
si xty-one years of age; and (iii) provides varying |levels of care and
supervision, as agreed to at the tinme of adm ssion or as determ ned
necessary at subsequent tinmes of reappraisal.

((28))) (9) A for-profit honme for the aging that converts to
nonprofit status after June 11, 1992, and woul d otherw se be eligible
for tax exenption under this section may not receive the tax exenption
until five years have elapsed since the conversion. The exenption
shall then be ratably granted over the next five years.

Sec. 21. RCWB84.36.161 and 1961 c 15 s 84. 36. 161 are each anended
to read as foll ows:

RCW 84. 36. 140, 84.36.150, 84.36.160 and 84.36.162 shall not be
construed to anend or repeal RCW84.40.210 ((er—8444-060)).

Sec. 22. RCW84.36.353 and 1970 ex.s. ¢ 81 s 2 are each anmended to
read as foll ows:

Unless a different nmeaning is plainly required by the context, the
follow ng termas ((herernafter)) used in ((this—ehapter—shall—have))
RCW 84. 36. 350 has the foll ow ng nmeani ng:

"Shel t ered wor kshop" neans rehabilitation facility, or that part of
a rehabilitation facility operated by a nonprofit corporation, where
any manufacture or handiwork is carried on and which is operated for
the primary purpose of (1) providing gainful enpl oynent  or
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rehabilitation services to the handi capped as an interimstep in the
rehabilitation process for those who cannot be readily absorbed in the
conpetitive Jlabor market or during such tinme as enploynent
opportunities for themin the conpetitive | abor market do not exist; or
(2) providing evaluation and work adjustnent services for handi capped
i ndi vi dual s.

Sec. 23. RCW 84.36.473 and 1983 1st ex.s. ¢ 62 s 2 are each
anmended to read as foll ows:

Unl ess the context clearly requires otherwi se, the definitions in
this section apply ((througheut)) to RCW ((84-36-475—and))
84.36.477((+))

(1) "Business inventories" neans all |ivestock and neans personal
property not under | ease or rental, acquired or produced solely for the
pur pose of sale or | ease, or for the purpose of consum ng such property
in producing for sale or lease a new article of tangible persona
property of which such property becones an ingredient or conponent.
Busi ness inventories shall not nean personal property acquired or
produced for the purpose of |ease or rental if such property was | eased
or rented at any tinme during the cal endar year imedi ately precedi ng
t he year of assessnment and was not thereafter renmanufactured, nor shal
it include property held within the normal course of business for | ease
or rental for periods of less than thirty days. It shall not include
agricultural or horticultural property fully or partially exenpt under
RCW 84. 36. 470 or tinber which is standing on public | and and which is
sold under a contract entered into after August 1, 1982. It shall
include inventories of finished goods and work in process. For
pur poses of this section, "remanufacturing"” shall nmean restoration of
property to essentially original condition, but shall not nean nornal
mai nt enance or repairs.

(2) "Successor" shall have the mnmeaning given to it in RCW
82. 04. 180.

Sec. 24. RCW 84. 36. 800 and 1997 ¢ 156 s 7 and 1997 ¢ 143 s 2 are
each reenacted and anended to read as fol |l ows:
As used in ((RSW
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(1) "Church purposes” neans the use of real and personal property
owned by a nonprofit religious organization for religious worship or
related admnistrative, educati onal , el eenpbsynary, and soci al
activities. This definition is to be broadly construed;

(2) "Convent" neans a house or set of buildings occupied by a
community of clergy or nuns devoted to religious |life under a superior;

(3) "Hospital" means any portion of a hospital building, or other
buil dings in connection therewith, used as a residence for persons
engaged or enployed in the operation of a hospital, or operated as a
portion of the hospital unit;

(4) "Nonprofit" neans an organi zation, association or corporation
no part of the inconme of which is paid directly or indirectly to its
menbers, stockhol ders, officers, directors or trustees except in the
form of services rendered by the organization, association, or
corporation in accordance with its purposes and byl aws and the sal ary
or conpensation paid to officers of such organization, association or
corporation is for actual services rendered and conpares to the sal ary
or conpensation of |ike positions within the public services of the
st at e;

(5) "Parsonage" neans a residence occupied by a nmenber of the
cl ergy who has been designated for a particul ar congregati on and who
hol ds regul ar services therefor.

Sec. 25. RCW84.36.805 and 1997 ¢ 156 s 8 and 1997 ¢ 143 s 3 are
each reenacted and anmended to read as foll ows:

In order to be exenpt pursuant to RCW 84.36.030, 84.36.035,
84.36.037, 84.36.040, 84.36.041, 84.36.043, 84.36.045, 84.36.046,
84. 36. 047, 84.36.050, 84.36. 060, 84.36.350, 84. 36.480, and 84. 36. 550( (+
and—384-36-046)), the nonprofit organizations, associ ations or
corporations shall satisfy the follow ng conditions:

(1) The property is used exclusively for the actual operation of
the activity for which exenptionis granted, unless otherw se provi ded,
and does not exceed an anount reasonably necessary for that purpose,
except:

(a) The loan or rental of the property does not subject the
property to tax if:

(1) The rents and donations received for the use of the portion of
the property are reasonable and do not exceed the nmintenance and
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operation expenses attributable to the portion of the property | oaned
or rented; and

(1i) Except for the exenptions wunder RCW 84.36.030(4) and
84.36.037, the property would be exenpt from tax if owned by the
organi zation to which it is |oaned or rented,

(b) The use of the property for fund-raising activities does not
subject the property to tax if the fund-raising activities are
consistent wth the purposes for which the exenption is granted;

(2) The property is irrevocably dedicated to the purpose for which
exenpti on has been granted, and on the |iquidation, dissolution, or
abandonnent by said organi zati on, association, or corporation, said
property will not inure directly or indirectly to the benefit of any
shar ehol der or i ndi vi dual , except a nonprofit or gani zat i on,
associ ation, or corporation which too would be entitled to property tax
exenption. This property need not be irrevocably dedicated if it is
| eased or rented to those qualified for exenption pursuant to RCW
84. 36. 035, 84.36.040, 84.36.041, 84.36.043, or 84.36.046 or those
qualified for exenption as an associ ati on engaged in the production or
performance of nusical, dance, artistic, dramatic, or literary works
pursuant to RCW84. 36. 060, but only if under the terns of the | ease or
rent al agreenent the nonprofit or gani zati on, associ ati on, or
corporation receives the benefit of the exenption;

(3) The facilities and services are available to all regardl ess of
race, color, national origin or ancestry;

(4) The organi zation, association, or corporationis duly |Iicensed
or certified where such licensing or certification is required by |aw
or regqul ation;

(5) Property sold to organi zati ons, associations, or corporations
with an option to be repurchased by the seller shall not qualify for
exenpt stat us;

(6) The director of the departnent of revenue shall have access to
its books in order to determ ne whether such organi zati on, associ ati on,
or corporation is exenpt fromtaxes within the intent of RCW84. 36. 030,
84.36. 035, 84.36.037, 84.36.040, 84.36.041, 84.36.043, 84.36.045,
84.36. 046, 84.36.047, 84.36. 050, 84.36.060, 84. 36.350, and 84. 36. 480( (+
and—84--36-046)) .

Sec. 26. RCW 84. 36. 810 and 1997 ¢ 156 s 9 and 1997 ¢ 143 s 4 are
each reenacted and anended to read as fol |l ows:
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(1) Upon cessation of a use under which an exenption has been
granted pursuant to RCW 84.36.030, 84.36.037, 84.36.040, 84.36.041,
84.36.043, 84.36.046, 84.36.050, 84.36.060, and 84.36.550((—and
84-36-046)), the county treasurer shall collect all taxes which would
have been paid had the property not been exenpt during the three years
preceding, or the life of such exenption, if such be |ess, together
with the interest at the sane rate and conputed in the sane way as t hat
upon del i nquent property taxes. Were the property has been granted an
exenption for nore than ten years, taxes and interest shall not be
assessed under this section.

(2) Subsection (1) of this section applies only when ownership of
the property is transferred or when fifty-one percent or nore of the
area of the property has lost its exenpt status. The additional tax
under subsection (1) of this section shall not be inposed if the
cessation of use resulted solely from

(a) Transfer to a nonprofit organization, association, or
corporation for a use which also qualifies and is granted exenption
under the provisions of chapter 84.36 RCW

(b) A taking through the exercise of the power of em nent donain,
or sale or transfer to an entity having the power of em nent domain in
anticipation of the exercise of such power;

(c) Oficial action by an agency of the state of Washington or by
the county or city within which the property is | ocated which disall ows
the present use of such property;

(d) A natural disaster such as a flood, w ndstorm earthquake, or
other such calamty rather than by virtue of the act of the
organi zati on, association, or corporation changing the use of such
property;

(e) Relocation of the activity and use of another | ocation or site
except for undevel oped properties of canp facilities exenpted under RCW
84. 36. 030;

(f) Cancellation of a |l ease on property that had been exenpt under
RCW 84. 36. 040, 84.36.041, 84.36.043, 84.36.046, or 84.36.060((—eF
84-36-046)) ;

(g) A change in the exenpt portion of a honme for the aging under
RCW 84. 36. 041(3), as long as sone portion of the hone remains exenpt;

(h) The conversion of a full exenption of a home for the aging to
a partial exenption or taxable status or the conversion of a parti al
exenption to taxable status under RCW 84. 36. 041(8).
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Sec. 27. RCWB84. 36.815 and 1994 ¢ 123 s 1 are each anended to read
as follows:

In order to qualify for exenpt status for any real or personal
property under this chapter except personal property under RCW
84.36. 600, all foreign national governnents, ((echurehes;)) ceneteries,
nongover nnent al nonprofit cor por ati ons, or gani zati ons, and
associ ations, ((pr+vate—schools—oer—colleges;)) and soil and water
conservation districts shall file an initial application on or before
March 31 with the state departnent of revenue. All applications shal
be filed on forns prescribed by the departnent and shall be signed by
an aut horized agent of the applicant.

In order to requalify for exenpt status, ((sueh)) all applicants
except nonprofit ceneteries shall file an annual renewal declaration on
or before March 31 each year. The renewal declaration shall be on
forms prescribed by the departnment of revenue and shall contain an
affidavit certifying the exenpt status of the real or personal property
owned by the exenpt organi zation. Wen an organi zation acquires real
property qualified for exenption or converts real property to exenpt
status, such organization shall file an initial application for the
property within sixty days foll ow ng the acquisition or conversion. |If
the application is filed after the expiration of the sixty-day period
a late filing penalty shall be inposed pursuant to RCW 84. 36. 825, as
now or hereafter anended.

When organi zations acquire real property qualified for exenption or
convert real property to an exenpt use, the property, upon approval of
the application for exenption, is entitled to a property tax exenption
for property taxes due and payable the followng year. |f the owner
has paid taxes for the year following the year the property qualified
for exenption, the owner is entitled to a refund of the anount paid on
the property so acquired or convert ed.

Sec. 28. RCW84. 36.825 and 1994 c¢ 123 s 2 are each anended to read
as follows:

An application fee of thirty-five dollars for each initial
application and eight dollars and seventy-five cents for each annual
renewal decl aration shall be required and shall be deposited within the
general fund. The departnent of revenue may waive the application or
declaration fee related to the property of any church or cenetery
applying for exenption under the provisions of RCW 84.36.020 whose
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gross receipts related to the use of such property for exenpt purposes
did not exceed two thousand five hundred dollars during the cal endar

year preceding the application year. ( (AppHecat+ens—rade—Ffor
Y 1 hall | d i nitial

approved—)) A late filing penalty of ten dollars per nonth for each
nmont h an application or declaration is past due shall be required and
shal | be deposited in the general fund.

Sec. 29. RCW 84. 36.835 and 1973 2nd ex.s. ¢ 40 s 13 are each
anmended to read as foll ows:

On or before August 31st, the departnent of revenue shall prepare
a list by county of those properties exenpted by the departnent under
((chapter—40,—Laws—of 1973 2nd—ex—sess—)) this chapter and shal
forward a |ist to each county assessor of the property exenpt in that
county.

NEW SECTION.. Sec. 30. The intent of sections 1 and 3 of this act
is toclarify the original intent of sections 5 and 21, chapter 106,
Laws of 1997 and shall not be construed otherw se. Therefore, sections
1 and 3 of this act apply retroactively to July 27, 1997.

NEW SECTI ON. Sec. 31. RCWB84.36.330 and 1969 ex.s. ¢ 124 s 4 are
each repeal ed.

Passed the House February 6, 1998.

Passed the Senate March 5, 1998.

Approved by the Governor April 3, 1998.

Filed in OOfice of Secretary of State April 3, 1998.
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