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S-0738.1

SENATE BI LL 5532

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

By Senators MAuliffe, Costa, B. Sheldon, Wnsley, Thibaudeau,
Fi nkbei ner, Brown, Long, Haugen, Fairley, Gardner and Kohl-Welles

Read first time 01/26/1999. Referred to Comrm ttee on Comerce, Trade,
Housing & Financial Institutions.

AN ACT Relating to exenption of property taxes for assisted
housi ng; reenacting and anmendi ng RCW 84. 36. 805 and 84. 36. 810; addi ng
new sections to chapter 84.36 RCW and creating a new section.

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

NEW SECTION. Sec. 1. A new section is added to chapter 84.36 RCW
to read as foll ows:

(1) The real and personal property owned or used by a nonprofit
organi zati on, association, or corporation, including real and personal
property where the nonprofit is the general partner with a for-profit
or gani zati on, associ ation, or corporation, in providing rental housing
for very |lowincone households is exenpt fromtaxation if:

(a) The benefit of the exenption inures to the nonprofit
or gani zati on, association, or corporation;

(b) At | east seventy-five percent of the occupied dwelling units in
the rental housing are occupied by very | owincone househol ds;

(c) The rental housing was i nsured, financed, or assistedin all or
in part through:

(1) The housing assistance program created under chapter 43.185
RCW
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(1i) The Washington housing finance conmission’'s nultifamly
housi ng finance prograns under chapter 43.180 RCW or

(1i1) An affordabl e housing | evy authorized under RCW 84.52. 105;

(tv) A federally assisted housing program where the nonprofit
organi zati on, association, or corporation agrees to nmaintain the use
restrictions for the period of the exenption under this section; or

(v) The departnent of community, trade, and econom c devel opnent or
t he Washi ngton housi ng finance comm ssion certifies to the departnent
of revenue that the property neets the very |owincone occupancy
requi renents under this section; and

(d) The nmonthly rent for the individual dwelling units occupi ed by
very | owincome households within the rental housing does not exceed
the actual cost of operating and naintaining the housing. For the
pur poses of this section, "actual cost of operating and maintaining"
includes, but is not [imted to, any debt service and cash reserves
requi red by the financing agent or other organization related to the
housi ng project.

(2) If less than seventy-five percent of the dwelling units are
occupied by very |lowincone households, the rental housing used to
provide housing for very |lowincone households is eligible for a
partial exenption on the real property and a total exenption of the
housi ng’ s personal property as foll ows:

(a) The partial exenption shall be allowed for each dwelling unit
in the rental housing occupied by very | owinconme househol ds.

(b) The anmpbunt of exenption shall be cal culated by nultiplying the
assessed value of the property reasonably necessary to provide the
rental housing by a fraction. The nunerator of the fraction is the
nunmber of dwelling units occupied by very | owincome househol ds as of
January 1st of the year for which the exenption is clained. The
denom nator of the fraction is the total nunber of occupied dwelling
units as of January 1st of the year for which exenption is clained.

(3) Rental housing for very |lowincone households is exenpt from
property taxation only if the organi zation, associ ation, or corporation
operating the housing i s exenpt fromincone tax under section 501(c) of
the federal internal revenue code.

(4) To be exenpt under this section, the property nust be used
exclusively for the purposes for which exenption is granted, except as
provi ded in RCW 84. 36. 805.
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(5 The nonprofit organization, association, or corporation
qualifying for the exenption under this section by providing renta
housing for very |owincone households may agree to nmake paynents to
the city, county, or other political subdivision for inprovenents
services, and facilities furnished by the city, county, or political
subdi vision for the benefit of the rental housing. However, these
paynments shall not exceed the anobunt |ast |evied as the annual tax of
the city, county, or political subdivision upon the property prior to
exenpti on.

(6) As used in this section:

(a) "Federally assisted housing" has the sane neaning as in RCW
59. 28. 020;

(b) "Cccupied dwelling unit" nmeans a living unit that is occupied
on January 1st of the year in which the claim for exenption is
subm tt ed;

(c) "Rental housing" neans residential housing that is occupi ed but
not owned by very | owincone househol ds; and

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

NEW SECTION. Sec. 2. A new section is added to chapter 84.36 RCW
to read as foll ows:

(1) The real and personal property owned by a for-profit
or gani zati on, association, or corporation in providing rental housing
for very |owincone households is exenpt fromtaxation if:

(a) The rental housing is considered federally assisted housing
under RCW 59. 28. 020; and

(b) The for-profit organi zation, associ ation, or corporation agrees
to maintain the federal use restrictions on the property for the period
of the exenption.

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

(3) The for-profit organization, association, or corporation
qualifying for the exenption under this section by providing renta
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housing for very |owincone households may agree to make paynents to
the city, county, or other political subdivision for inprovenents
services, and facilities furnished by the city, county, or political
subdi vision for the benefit of the rental housing. However, these
paynments shall not exceed the anobunt |ast |evied as the annual tax of
the city, county, or political subdivision upon the property prior to
exenpti on.

(4) As used in this section:

(a) "Federally assisted housing" has the sane neaning as in RCW
59. 28. 020;

(b) "Rental housing" neans residential housing that is occupi ed but
not owned by very | owincone househol ds; and

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

Sec. 3. RCW84.36.805 and 1998 ¢ 311 s 25, 1998 ¢ 202 s 3, and
1998 ¢ 184 s 2 are each reenacted and anended 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, 84.36.550,
((and)) 84.36.042, and section 1 of this act, the nonprofit
organi zati ons, associations, or corporations shall satisfy the
foll ow 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
operation expenses attributable to the portion of the property | oaned
or rented; and

SB 5532 p. 4



© 00 N O Ol WDN P

W W WWwWwwWwWNNNNNNMNNMNMNNNRERRRERRREERLEREPRPR
O D> WNRFPF OO 0NN WNEROOOO-NOOOUWAWNIRO

w W
~N O

(1i) Except for the exenptions under 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 zati 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, 84.36.045, 84.36.046,
((er)) 84.36.042, or section 1 of this act, or those qualified for
exenpti on as an associ ati on engaged in the production or performance of
nmusi cal , dance, artistic, dramatic, or literary works pursuant to RCW
84. 36. 060, but only if under the terns of the | ease or rental agreenent
the nonprofit organi zation, association, 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 zations, 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 corporationis exenpt fromtaxes within the i ntent 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, 84.36.480,
((and)) 84.36.042, and section 1 of this act.

Sec. 4. RCW 84. 36. 810 and 1998 ¢ 311 s 26 and 1998 ¢ 202 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, 84.36.550, ((and))
84.36.042, and section 1 of this act, the county treasurer shall
collect all taxes which woul d have been paid had the property not been
exenpt during the three years preceding, or the |life of such exenption,
if such be less, together with the interest at the sane rate and
conputed in the sane way as that upon delinquent 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, 84.36.060, ((eF))
84.36.042, or section 1 of this act;

(g) A change in the exenpt portion of a honme for the aging under
RCW84. 36. 041(3), as long as sone portion of the hone remai ns exenpt ((+
)T . : o . : I : I .

ol . N I . : ol
exemption—totaxablestatus—under ROAN-84-36-041(8))) .
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1 NEWSECTION. Sec. 5. This act applies to taxes levied in 1999 for
2 collection in 2000 and thereafter.

~-- END ---
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