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S-1059.1

SUBSTI TUTE SENATE BI LL 5531

State of WAshi ngt on 56th Legislature 1999 Regul ar Sessi on

By Senate Commttee on Ways & Means (originally sponsored by Senators
Lovel and and Wnsl ey; by request of Departnent of Revenue)

Read first tine 02/19/99.

AN ACT Relating to updating the tax code by maki ng adm ni strative
clarifications, correcting oversights, and deleting obsolete
ref erences; amending RCW 82.04. 3651, 82. 08. 02567, 82. 08. 0266,
82. 08. 02665, 82.04. 355, 82.12.020, 82.12.02567, 82.12.0282, 82.16.047,
82.32. 060, 82.32.070, 82.35.080, 84.36.041, 84.36.350, and 84. 36. 383;
reenacti ng and anmendi ng RCW82. 04. 270; reenacti ng RCW82. 04. 270; addi ng
a new section to chapter 82.12 RCW repealing RCW 84.36.353 and
84. 36.485; and providing effective dates.

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

Sec. 1. RCWS82.04.270 and 1998 ¢ 312 s 6 and 1998 ¢ 329 s 1 are
each reenacted and anmended to read as foll ows:

Upon every person except persons taxable under RCW 82.04. 260(5)
((e—8204-332)) engaging within this state in the business of making
sal es at whol esale; as to such persons the amount of tax with respect
to such business shall be equal to the gross proceeds of sales of such
business multiplied by the rate of 0.484 percent.

Sec. 2. RCW 82.04.270 and 1998 ¢ 343 s 2 and 1999 ¢ . . . s 1
(section 1 of this act) are each reenacted to read as foll ows:
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Upon every person except persons taxable under RCW82. 04. 260(5) or
82.04. 272 engaging wthin this state in the busi ness of maki ng sal es at
whol esal e; as to such persons the amobunt of tax with respect to such
busi ness shall be equal to the gross proceeds of sal es of such busi ness
mul tiplied by the rate of 0.484 percent.

Sec. 3. RCWS82.04.3651 and 1998 ¢ 336 s 2 are each anended to read
as follows:

(1) This chapter does not apply to anounts received by nonprofit
organi zati ons, as defined in subsection (2) of this section, for fund-
raising activities.

(2) As used in this section, a "nonprofit organi zation" neans:

(a) An organi zation exenpt fromtax under section 501(c) (3), (4),
or (10) of the federal internal revenue code (26 U S . C Sec. 501(c)
(3), (4), or (10));

(b) A nonprofit organization that would qualify under (a) of this
subsection except that it is not organized as a nonprofit corporation;
or

(c) A nonprofit organization that ((mreans—fweets})) neets all of
the followng criteria:

(1) The nenbers, stockhol ders, officers, directors, or trustees of
t he organi zation do not receive any part of the organization's gross
i ncone, except as paynent for services rendered,

(11) The conpensation received by any person for services rendered
to the organi zation does not exceed an anpbunt reasonable under the
ci rcunst ances; and

(tit) The activities of the organization do not include a
substantial anount of political activity, including but not limted to
i nfluencing | egislation and participation in any canpai gn on behal f of
any candidate for political office.

(3) As usedinthis section, the term"fund-raising activity" neans
( ( both—aetivities—inavelvingthedireet—soebeitation)) either accepting
contributions of noney or other property ((amd)) or activities
involving the anticipated exchange of goods or services for noney
between the soliciting organization and the organization or person
solicited, for the purpose of furthering the goals of the nonprofit
organi zation. "Fund-raising activity" does not include the operation
of a regular place of business in which sales are made during regul ar
hours such as a bookstore, thrift shop, restaurant, or sim/lar business
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or the operation of a reqular place of business fromwhich services are
provided or perforned during reqular hours such as the provision of
retail, personal, or professional services.

Sec. 4. RCW 82.08.02567 and 1998 ¢ 309 s 1 are each anended to
read as foll ows:

(1) The tax levied by RCW 82.08.020 shall not apply to sales of
machi nery and equi pnment used directly in generating electricity using
wi nd, sun, or landfill gas as the principal source of power, or to
sal es of or charges nmade for | abor and services rendered in respect to
installing such machinery and equipnent, but only if the purchaser
devel ops with such nmachinery, equipnent, and | abor a facility capable
of generating not less than two hundred kilowatts of electricity and
provides the seller with an exenption certificate in a formand manner

prescri bed by the departnment by rul e( (;—andt+hepurchaser—provides—the

sales—as—thedepartrent—may—+equi+re)). The seller shall retain a copy

of the certificate for the seller’'s files.
(2) For purposes of this section and RCW 82. 12. 02567:

(a) "Landfill gas" nmeans biomass fuel of the type qualified for
federal tax credits under 26 U S.C. Sec. 29 collected froma landfill.
"Landfill" means a landfill as defi ned under RCW 70. 95. 030;

(b) "Machinery and equi pnent” neans industrial fixtures, devices,
and support facilities that are integral and necessary to the
generation of electricity using wind, sun, or landfill gas as the
princi pal source of power;

(c) "Machinery and equi pnent” does not include: (i) Hand-powered

tools; (ii) property with a useful life of |less than one year; (iii)
repair parts required to restore machinery and equi pnent to normal
wor ki ng  order; (tv) replacenment parts that do not increase
productivity, inprove efficiency, or extend the wuseful Ilife of

machi nery and equi prment; (v) buildings; or (vi) building fixtures that

are not integral and necessary to the generation of electricity that

are permanently affixed to and becone a physical part of a buil ding;
(d) Machinery and equipnent is "used directly” in generating

electricity by wind energy, solar, or landfill gas power if it provides
any part of the process that captures the energy of the w nd, sun, or
landfill gas, converts that energy to electricity, and transforns or
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transmts that electricity for entry into electric transm ssion and
di stribution systens.
(3) This section expires June 30, 2005.

Sec. 5. RCW82.08.0266 and 1980 ¢ 37 s 33 are each anended to read
as follows:

The tax levied by RCW 82.08.020 shall not apply to sales to
nonresi dents of this state for use outside of this state of watercraft
requiring coast guard registration or registration by the state of
princi pal use according to the Federal Boating Act of 1958, even though
delivery be nmade within this state, but only when (1) the watercraft
wll not be used within this state for nore than forty-five days and
(2) an appropriate exenption certificate supported by identification
ascertaining residence as ((provided)) required by the departnent of
revenue and signed by the purchaser or his agent establishing the fact
that the purchaser is a nonresident and that the watercraft is for use

outside of this state, ((ene)) a copy ((tebefitedwththe departrent
ef—revende—wth—the+regular—report—and—a—duplteate—to—be)) of which

shall be retained by the deal er.

Sec. 6. RCW 82.08.02665 and 1993 ¢ 119 s 1 are each anended to
read as foll ows:

The tax | evied by RCW82. 08. 020 does not apply to sal es of vessels
to residents of foreign countries for use outside of this state, even
t hough delivery is nmade within this state, but only if (1) the vesse
wll not be used within this state for nore than forty-five days and
(2) an appropriate exenption certificate supported by identification as
((provided)) required by ((and+ted—wth)) the departnent of revenue
and signed by the purchaser or the purchaser’s agent establishes the
fact that the purchaser is a resident of a foreign country and that the
vessel is for use outside of this state. ((©ne)) A copy of the

exenption certificate ((+s—tobetiHedwththedepartrment—of—revenue
and—a—dupti+eate)) is to be retained by the dealer.

As used in this section, "vessel" nmeans every watercraft used or
capabl e of being used as a neans of transportation on the water, other
t han a seapl ane.

NEW SECTION. Sec. 7. A new section is added to chapter 82.12 RCW
to read as foll ows:
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The provisions of this chapter shall not apply in respect to the
use of amusenent and recreation services by a nonprofit youth
organi zation, as defined in RCW 82.04.4271, to nenbers of the
or gani zati on.

Sec. 8. RCWS82.04.355 and 1979 ¢ 111 s 17 are each anended to read
as follows:

Thi s chapter does not apply to any funds received in the course of
commuter ride sharing or ride sharing for ((the—elderly—and—the
handicapped)) persons with special transportation needs in accordance
with RCW46. 74. 010.

Sec. 9. RCW82.12.020 and 1998 ¢ 332 s 7 are each anended to read
as follows:

(1) There is hereby levied and there shall be collected fromevery
person in this state a tax or excise for the privilege of using within
this state as a consuner: (a) Any article of tangible personal
property purchased at retail, or acquired by | ease, gift, repossession,
or bailnment, or extracted or produced or manufactured by the person so
using the sanme, or otherwise furnished to a person engaged in any
busi ness taxable under RCW 82.04.280 (2) or (7); or (b) any canned
software, regardless of the nethod of delivery, but excluding canned
software that is either provided free of charge or is provided for
tenporary use in view ng information, or both((+—er—{e)—anyamusenrent
er—reereatton——serviece—detHned—as—a——retatH——sale—+n—RCW
82-04-050(31(=a)) ) .

(2) This tax shall apply to the use of every service defined as a
retail sale in RCW 82.04.050(3)(a) and the use of every article of
t angi bl e personal property, including property acquired at a casual or
isolated sale, and including byproducts used by the manufacturer
t hereof, except as hereinafter provided, irrespective of whether the
article or simlar articles are manufactured or are available for
purchase within this state.

(3) Except as provided in RCW82. 12. 0252, paynent by one purchaser
or user of tangi bl e personal property or service of the tax inposed by
chapter 82.08 or 82.12 RCWshall not have the effect of exenpting any
ot her purchaser or user of the sane property or service fromthe taxes
i nposed by such chapters.
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(4) The tax shall be levied and coll ected in an anount equal to the
value of the article used by the taxpayer nultiplied by the rate in
effect for the retail sales tax under RCW 82. 08. 020.

Sec. 10. RCW 82. 12. 02567 and 1998 ¢ 309 s 2 are each anended to
read as foll ows:

(1) The provisions of this chapter shall not apply with respect to
machi nery and equi pnment used directly in generating not |ess than two
hundred kilowatts of electricity using wind, sun, or landfill gas as

the principal source of power((;—but—enly—when—the—user—provides—the
departrent—w-th:-

(2) The definitions in RCW82.08.02567 apply to this section.
(3) This section expires June 30, 2005.

Sec. 11. RCW82.12.0282 and 1996 ¢ 88 s 4 are each anended to read
as follows:

The tax i nposed by this chapter shall not apply with respect to the
use of passenger notor vehicles used as ride-sharing vehicles((;—as
defHned+nROW46-—74-010{(3))) by not | ess than five persons, including
the driver, with a gross vehicle weight not to exceed 10,000 pounds
where the primary usage i s for comuter ride-sharing, as defined in RCW
46. 74. 010((€%2))), by not less than four persons including the driver
when at |east two of those persons are confined to wheel chairs when
riding, or passenger notor vehicles where the primary usage is for
ride-sharing for ((the—elderly—and—the—handicapped)) persons wth
special transportation needs, as defined in RCW 46.74.010((2))), if
t he vehicl es are exenpt under RCW82.44.015 for thirty-six consecutive
nmont hs beginning within thirty days of application for exenption under
this section. |If used as a ride-sharing vehicle for less than thirty-
Ssi x consecutive nonths, the registered owner of one of these vehicles
shall notify the departnent of revenue upon term nation of primry use
of the vehicle as a ride-sharing vehicle and is liable for the tax
i nposed by this chapter.

SSB 5531 p. 6
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To qualify for the tax exenption, those passenger notor vehicles
with five or six passengers, including the driver, used for commuter
ri de-sharing, nmust be operated either wwthin the state’ s eight | argest
counties that are required to develop commute trip reduction plans as
directed by chapter 70.94 RCWor in other counties, or cities and towns
wi thin those counties, that elect to adopt and i npl enent a commute trip
reduction plan. Additionally at | east one of the follow ng conditions
must  appl y: (1) The vehicle nust be operated by a public
transportation agency for the general public; or (2) the vehicle nust
be used by a major enployer, as defined in RCW70.94. 524 as an el enent
of its commute trip reduction programfor their enployees; or (3) the
vehi cl e must be owned and operated by individual enployees and nust be
registered either with the enployer as part of its comute trip
reduction programor with a public transportation agency serving the
area where the enployees live or work. 1Individual enployee owned and
operated nmotor vehicles will require certification that the vehicleis
registered with a major enployer or a public transportation agency.
Maj or enpl oyers who own and operate notor vehicles for their enpl oyees
must certify that the commuter ride-sharing arrangenent confornms to a
car pool /vanpool el enent contained within their commute trip reduction
program

Sec. 12. RCW 82.16. 047 and 1979 c¢ 111 s 18 are each anmended to
read as foll ows:
Thi s chapter does not apply to any funds received in the course of

comuter ride sharing or ride sharing for ((the—elderly—and—the
handi-capped—+n—accordance—wth—RCOW46-—+74-010)) persons with specia

transportati on needs in accordance with RCW46. 74. 010.

Sec. 13. RCW82.32.060 and 1997 ¢ 157 s 2 are each anended to read
as follows:

(1) If, upon receipt of an application by a taxpayer for a refund
or for an audit of the taxpayer’s records, or upon an exam nation of
the returns or records of any taxpayer, it is determned by the
departnment that wthin the statutory period for assessnent of taxes,
penalties, or interest prescribed by RCW82.32. 050 any anount of tax,
penalty, or interest has been paid in excess of that properly due, the
excess anount paid within, or attributable to, such period shall be
credited to the taxpayer’s account or shall be refunded to the

p. 7 SSB 5531
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t axpayer, at the taxpayer’s option. Except as provided in subsections
(2) and (3) of this section, no refund or credit shall be nade for
taxes, penalties, or interest paid nore than four years prior to the
begi nni ng of the cal endar year in which the refund application is nmade
or exam nation of records is conpl et ed.

(2) The execution of a witten waiver under RCW 82.32.050 or
82.32.100 shall extend the tine for making a refund or credit of any
taxes paid during, or attributable to, the years covered by the waiver
if, prior to the expiration of the waiver period, an application for
refund of such taxes is made by the taxpayer or the departnent
di scovers a refund or credit is due.

(3) Notwithstanding the foregoing limtations there shall be
refunded or credited to taxpayers engaged in the performance of United
St at es governnent contracts or subcontracts the amobunt of any tax paid,
measured by that portion of the amounts received from the United
States, which the taxpayer i1s required by contract or applicable
federal statute to refund or credit to the United States, if claimfor
such refund is filed by the taxpayer with the departnment within one
year of the date that the anpbunt of the refund or credit due to the
United States is finally determned and filed within four years of the
date on which the tax was paid: PROVIDED, That no interest shall be
al l oned on such refund.

(4) Any such refunds shall be made by nmeans of vouchers approved by
the departnment and by the issuance of state warrants drawn upon and
payable from such funds as the legislature may provide. However,
taxpayers who are required to pay taxes by electronic funds transfer
under RCW 82.32.080 shall have any refunds paid by electronic funds
transfer.

(5) Any judgnent for which a recovery is granted by any court of
conpetent jurisdiction, not appealed from for tax, penalties, and
interest which were paid by the taxpayer, and costs, in a suit by any
t axpayer shall be paid in the same manner, as provided in subsection
(4) of this section, uponthe filing wwth the departnent of a certified
copy of the order or judgnent of the court.

(a) Interest at the rate of three percent per annum shall be
al |l oned by the departnent and by any court on the anount of any refund,
credit, or other recovery allowed to a taxpayer for taxes, penalties,
or interest paid by the taxpayer before January 1, 1992. This rate of
interest shall apply for all interest allowed through Decenber 31

SSB 5531 p. 8
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1998. Interest allowed after Decenber 31, 1998, shall be conputed 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
conputing interest for that cal endar year.

(b) For refunds or credits of anounts paid or other recovery
allowed to a taxpayer after Decenber 31, 1991, the rate of interest
shall be the rate as conputed for assessnents under RCW 82. 32. 050(2)
| ess one percent. This rate of interest shall apply for all interest
al | owed t hrough Decenber 31, 1998. Interest allowed after Decenber 31,
1998, shall be conputed at the rate as conput ed under RCW82. 32. 050(2) .
The rate so conmputed shall be adjusted on the first day of January of
each year for use in conputing interest for that cal endar year

Sec. 14. RCWB82.32.070 and 1997 ¢ 54 s 4 are each anended to read
as follows:

(1))((€&))) Every person liable for any fee or tax inposed by
chapters 82.04 through 82.27 RCWshall keep and preserve, for a period
of five years, suitable records as nmay be necessary to determ ne the
anount of any tax for which he may be liable, which records shall
i nclude copies of all federal incone tax and state tax returns and
reports made by him Al his books, records, and invoices shall be
open for exam nation at any tinme by the department of revenue. 1In the
case of an out-of-state person or concern which does not keep the
necessary books and records within this state, it shall be sufficient
if it produces wthin the state such books and records as shall be
requi red by the departnent of revenue, or permts the exam nation by an
agent authorized or designated by the departnent of revenue at the
pl ace where such books and records are kept. Any person who fails to
conply with the requirenents of this section shall be forever barred
from questioning, in any court action or proceedi ngs, the correctness
of any assessnent of taxes nade by the departnment of revenue based upon
any period for which such books, records, and i nvoi ces have not been so
kept and preserved.

((b)y)) (2) Aperson |liable for any fee or tax inposed by chapters
82. 04 through 82. 27 RCWwho contracts with anot her person or entity for
wor k subject to chapter 18.27 or 19.28 RCWshall obtain and preserve a
record of the unified business identifier account nunber for the person
or entity performng the work. Failure to obtain or maintain the
record is subject to RCW 39.06.010 and to a penalty determ ned by the

p. 9 SSB 5531
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director, but not to exceed two hundred fifty dollars. The departnent
shal |l notify the taxpayer and collect the penalty in the same manner as
penal ti es under RCW 82. 32. 100.

(€2 Lai ; : I : ||

Sec. 15. RCW 82.35.080 and 1996 ¢ 186 s 522 are each anended to
read as foll ows:

(1) Except as provided in subsection (2) of this section, the
departnent shall revoke any certificate i ssued under this chapter if it
finds that any of the followng have occurred with respect to the
certificate:

(a) The certificate was obtained by fraud or deliberate
m srepresentation;

(b) The certificate was obtai ned through the use of inaccurate data
but without any intention to commt fraud or m srepresentation;

(c) The facility was constructed or operated in violation of any
provision of this chapter or provision inposed by the departnent as a
condition of certification; or

(d) The cogeneration facility is no |onger capable of being
operated for the primary purpose of cogeneration.

(2) If the departnent finds that there are few i naccuraci es under
subsection (1)(b) of this section and that cunulatively they are
insignificant in terns of the cost or operation of the facility or that
the inaccurate data is not attributable to carel essness or negligence
and its inclusion was reasonable under the circunstances, then the
departnment may provide for the continuance of the certificate and
what ever nodification it considers in the public interest.

(3) Any person, firm corporation, or organi zation that obtains a
certificate revoked under this section shall be liable for the total
anount of noney saved by claimng the credits and exenptions provi ded
under this chapter ((anrd—REW-84-36-485)). The total anmount of the
credits shall be coll ected as delinquent busi ness and occupati on t axes,
and the total of the exenptions shall be collected and distributed as

SSB 5531 p. 10
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del i nquent property taxes. Interest shall accrue on the amounts of the
credits and exenptions fromthe date the taxes were otherw se due.

(4) The departnment of community, trade, and econom c devel opnent
shal | provide technical assistance to the departnent in carrying out
its responsibilities under this section.

Sec. 16. RCW 84.36.041 and 1998 c 311 s 20 are each anended to
read as foll ows:

(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
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 home 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 honme is financed under a program using bonds exenpt from federal
incone tax if at I|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
| owi 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 requirenents 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 wunits, whether
i ndependent units or otherw se; and

p. 11 SSB 5531
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(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 requirenments 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.

(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 nmust 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 cul ated 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 honme 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 ((&-)) (3)(b) of this section, each eligible
resident of a home for the aging shall submt an inconme verification
formto the county assessor by July 1st of the assessnent year in which
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the application for exenption is ((rede)) filed. The inconme
verification formshall be prescribed and furnished 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
applied during the years for which such partial exenptions are
avai |l abl e and shall not consider potential uses of such property.

(8) As used in this section:

(a) "Eligible resident” nmeans 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 ((elatred))
filed. Confinenent of the person to a hospital or nursing honme does
not disqualify the claim of exenption if the dwelling unit is
tenporarily unoccupied or if the dwelling unit is occupied by a spouse,
a person financially dependent on the claimnt 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 time 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

(ii1) Has a conbi ned di sposabl e incone 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 housi ng 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 ncone of his or her spouse, and the di sposabl e i ncone of each cot enant
occupying the dwelling unit for the preceding calendar year, |ess
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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 hone. |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. |f the incone of the person
submtting the inconme verification formis reduced for two or nore
nmont 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:

(i) Capital gains, other than ((nenrecognhized—gatn—onthesale—-of
a—prhectpal—restdence—under—section—1034—of—thefederal—internal-
revende—coede,—or)) gain excluded fromincone under section 121 of the
federal internal revenue code to the extent it is reinvested in a new
princi pal residence;

(11) Amounts deducted for | oss;

(ii11) Anmounts deducted for depreciation;

(1v) Pension and annuity receipts;

(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
W thout this assistance.
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(e) "Home for the aging" nmeans a residential housing facility that
(i) provides a housing arrangenent chosen voluntarily by the resident,
the resident’s guardi an or conservator, or another responsibl 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 tines of reappraisal.

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

Sec. 17. RCW84. 36. 350 and 1975 1st ex.s. ¢ 3 s 1 are each anended
to read as foll ows:

(1) The follow ng property shall be exenpt fromtaxation:

(a) Real or personal property owned and used by a nonprofit
corporation in connection with the operation of a sheltered workshop
for handi capped persons, and used primarily in connection with the
manufacturing and the handling, sale or distribution of goods
constructed, processed, or repaired in such workshops or centers; and

(b) Inventory owned by a sheltered workshop for sale or |ease by
t he shel tered workshop or to be furni shed under a contract of service,
including raw materials, work in process, and finished products.

(2) Unless a different neaning is plainly required by the context,
"sheltered workshop" neans a rehabilitation facility, or that part of
a rehabilitation facility operated by a nonprofit corporation, where
any manufacture or handiwork is carried on and operated for the primry
pur pose of: (a) Providing gainful enploynent or rehabilitation
services to the handi capped as an interimstep in the rehabilitation
process for those who cannot be readily absorbed in the conpetitive
| abor market or during such tine as enpl oynent opportunities for them
in the conpetitive labor market do not exist; or (b) providing
eval uation and work adjustnent services for handi capped individuals.

Sec. 18. RCWB84. 36.383 and 1995 1st sp.s. ¢ 8 s 2 are each anended
to read as foll ows:
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As used in RCW 84.36.381 through 84.36.389, except where the
context clearly indicates a different neaning:

(1) The term "residence" ((shalt)) nmeans a single famly dwelling
unit whether such unit be separate or part of a multiunit dwelling,
including the Iand on which such dwelling stands not to exceed one
acre. The termshall also include a share ownership in a cooperative
housi ng associ ation, corporation, or partnershipif the person claimng
exenption can establish that his or her share represents the specific
unit or portion of such structure in which he or she resides. The term
shall also include a single famly dwelling situated upon | ands the fee
of which is vested in the United States or any instrunmentality thereof
including an Indian tribe or in the state of Wshington, and
notwi t hst andi ng the provisions of RCW 84.04.080 and 84.04. 090, such a
resi dence shall be deened real property.

(2) The term"real property" shall also include a nobile home which
has substantially lost its identity as a nobile unit by virtue of its
being fixed in |ocation upon | and owned or | eased by the owner of the
nmobi | e home and placed on a foundation (posts or blocks) wth fixed
pi pe, connections with sewer, water, or other utilities((+—PRMDBED-
Fhat)). A nobile hone located on land |eased by the owner of the
mobi |l e honme ((shall—be)) is subject, for tax billing, paynent, and
collection purposes, only to the personal property provisions of
chapter 84.56 RCW and RCW 84. 60. 040.

(3) "Departnment" ((shall)) neans the state departnent of revenue.

(4) " Conbi ned di sposabl e i ncone"” neans the di sposabl e i nconme of the
person claimng the exenption, plus the disposabl e incone of his or her
spouse, and the disposable incone of each cotenant occupying the
residence for the assessnent year, |ess amounts paid by the person
claimng the exenption or his or her spouse during the assessnent year
for:

(a) Drugs supplied by prescription of a nedical practitioner
authorized by the laws of this state or another jurisdiction to issue
prescriptions; and

(b) The treatnent or care of either person received in the honme or
in a nursing hone.

(5) "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
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the extent they are not included in or have been deducted fromadj usted
gr oss i ncone:

(a) Capital gains, other than ((nenrecognhized—gatn—onthesale—-of
a—pr+hectpal—restdence—under—section—1034—of—thefederal—internal-
revende—coede,—or)) gain excluded fromincone under section 121 of the
federal internal revenue code to the extent it is reinvested in a new
princi pal residence;

(b) Armounts deducted for |oss;

(c) Amounts deducted for depreciation;

(d) Pension and annuity receipts;

(e) Mlitary pay and benefits other than attendant-care and
medi cal -ai d paynents;

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

(g) Federal social security act and railroad retirenent benefits;

(h) Dividend receipts; and

(1) Interest received on state and muni ci pal bonds.

(6) "Cotenant"™ neans a person who resides with the person cl aimng
t he exenption and who has an ownership interest in the residence.

NEW SECTI ON. Sec. 19. The following acts or parts of acts are
each repeal ed:

(1) RCW84.36.353 and 1998 ¢ 311 s 22 & 1970 ex.s. ¢ 81 s 2; and

(2) RCW84.36.485 and 1979 ex.s. ¢ 191 s 9.

NEW SECTI ON. Sec. 20. Sections 1 and 3 through 19 of this act
take effect August 1, 1999.

NEW SECTI ON..  Sec. 21. Section 2 of this act takes effect July 1,
2001.

~-- END ---
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