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WSR 23-18-081
EXPEDITED RULES

DEPARTMENT OF REVENUE
[Filed September 5, 2023, 11:34 a.m.]

Title of Rule and Other Identifying Information: WAC 458-19-030
Levy limit—Consolidation of districts and 458-19-035 Levy limit—An-
nexation.

Purpose of the Proposal and Its Anticipated Effects, Including
Any Changes in Existing Rules: The department is amending WAC
458-19-030 and 458-19-035 to incorporate 2023 legislation HB 1303 and
1527. HB 1303 clarifies how the levy limit is calculated for taxing
districts that have been consolidated. HB 1527 authorizes taxing dis-
tricts that have been consolidated or annexed to include increases in
assessed values due to the creation of certain tax increment finance
areas.

Reasons Supporting Proposal: Updating these rules will provide
clarity to county assessors on how to calculate the levy limits for
taxing districts under these special circumstances.

Statutory Authority for Adoption: RCW 84.08.010, 84.08.070, and
84.55.060.

Statute Being Implemented: RCW 84.55.020 and 84.55.030.

Rule is not necessitated by federal law, federal or state court
decision.

Name of Proponent: Department of revenue, governmental.

Name of Agency Personnel Responsible for Drafting: Leslie Mullin,
6400 Linderson Way S.W., Tumwater, WA, 360-534-1589; Implementation
and Enforcement: John Ryser, 6400 Linderson Way S.W., Tumwater, WA,
360-534-1605.

This notice meets the following criteria to use the expedited
adoption process for these rules:

Adopts or incorporates by reference without material change fed-
eral statutes or regulations, Washington state statutes,
rules of other Washington state agencies, shoreline master
programs other than those programs governing shorelines of
statewide significance, or, as referenced by Washington
state law, national consensus codes that generally establish
industry standards, if the material adopted or incorporated
regulates the same subject matter and conduct as the adopt-
ing or incorporating rule.

Explanation of the Reason the Agency Believes the Expedited Rule-
Making Process is Appropriate: The expedited rule-making process is
applicable to these rule updates because the department is incorporat-
ing changes resulting from 2023 legislation.

NOTICE

THIS RULE IS BEING PROPOSED UNDER AN EXPEDITED RULE-MAKING PROC-
ESS THAT WILL ELIMINATE THE NEED FOR THE AGENCY TO HOLD PUBLIC HEAR-
INGS, PREPARE A SMALL BUSINESS ECONOMIC IMPACT STATEMENT, OR PROVIDE
RESPONSES TO THE CRITERIA FOR A SIGNIFICANT LEGISLATIVE RULE. IF YOU
OBJECT TO THIS USE OF THE EXPEDITED RULE-MAKING PROCESS, YOU MUST EX-
PRESS YOUR OBJECTIONS IN WRITING AND THEY MUST BE SENT TO Leslie Mul-
lin, Department of Revenue, P.0O. Box 47467, Olympia, WA 98504-7467,
phone 360-534-1589, fax 360-534-1606, email LeslieMul@dor.wa.gov, AND
RECEIVED BY November 6, 2023.

September 1, 2023
Atif Aziz
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Rules Coordinator

OTS-4901.2

AMENDATORY SECTION (Amending WSR 15-03-087, filed 1/21/15, effective
2/21/15)

WAC 458-19-030 Levy limit—Consolidation of districts. (1) In-
troduction. This rule describes the method used to calculate the first
levy for a taxing district created by the consolidation of similar
taxing districts in accordance with RCW 84.55.020.

(2) Calculation of the first levy of a consolidated taxing dis-
trict. The first regular property tax levy made by a taxing district,
created by the consolidation of two or more similar taxing districts,
cannot exceed:

(a) The sum of the product of the limit factor multiplied by the

kighest)) amount of regular property taxes ((tawfoltltytevied by —each
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omporent—distriets during the thy meSE—F ar—years in whieh
were—tevied)) each component taxing district could have levied
under RCW 84.55.0892; plus

(b) The sum of each of the amounts calculated by multiplying the
regular property tax levy rate of each of the component districts for
the preceding year by the increase in assessed value in each component
district resulting from:

(1) New construction;

(ii) Improvements to property;

(iii) Increases in the assessed value of state assessed property;
((and))

(iv) Increases in assessed value due to the construction of wind
turbine, solar, biomass, and geothermal facilities, if such facilities
generate electricity and the property is not included elsewhere under
( (ehepter—84-55)) RCW 84.55.020 for purposes of providing an addition-
al dollar amount. The property may be classified as real or personal
property; and

(v) Increases in assessed value of real property, as defined in
RCW 39.114.010, within an increment area as designated by any local
government under RCW 39.114.020 if the increase is not included else-
where under RCW 84.55.020. This subsection (2) (b) (v) does not apply
to:

a O —~
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[0)]

(A) Levies by the state;

(B) Levies by a port district for purposes of making required
payments of principal and interest on general indebtedness; and

(C) Levies by a public utility district for purposes of making
required payments of principal and interest on general indebtedness.

(3) Example. Taxing district "A" and taxing district "B" consoli-
date, becoming one taxing district. The highest amount of regular
property taxes ((Fawfultlyteviedly)) district "A" ((duLlng the—three
most—reecent—ears)) could have levied under RCW 84.55.092 is $100,000.

The highest amount of regular property taxes ((‘ewfoldly teviedPbvy))

district "B" ((dULlng the—thy most—reecent—years)) could have levied
under RCW 84.55.092 is $150,000. The increase in assessed value due to
( (rew—econstruection,—improvements—toproperty,—inereases—in—the—as
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amounts from subsection of this rule in district
"B" since the year prior to consolidation was $900,000. The regular
property tax rate for district "A"™ in the year prior to consolidation
was $0.50 per $1,000 of assessed value. The regular property tax rate
for district "B" in the year prior to consolidation was $0.45 per
$1,000 of assessed value. Assume the limit factor for this example is
101 ( (%)) percent because it is the lesser of ((enre—hundred—one)) 101
percent and ((eme—hundred)) 100 percent plus the rate of inflation.
The maximum amount of regular property taxes that can be levied in the
year of consolidation, for taxes payable the following year, by the
new consolidated taxing district is calculated as follows:

Highest regular levy

District "A" - $100,000

District "B" - 150,000

Total - $250,000 x 1.01 =$252,500

Increases in assessed value multiplied by levy rate:
District "A" - $600,000 x $0.50 + $1,000 =$300
District "B" - $900,000 x $0.45 + $1,000 = $405

§705

Maximum regular property taxes that can be levied in the year of
consolidation, payable in the year following consolidation:

$252,500 + $705 = $253,205

[Statutory Authority: RCW 84.08.010, 84.08.070, 84.08.080, 84.48.200,
84.52.0502, and 84.55.060. WSR 15-03-087, § 458-19-030, filed 1/21/15,
effective 2/21/15. Statutory Authority: RCW 84.08.010, 84.08.070,
84.48.080, 84.55.060, 84.52.0502, chapters 84.52 and 84.55 RCW, and
RCW 34.05.230(1). WSR 02-24-015, § 458-19-030, filed 11/25/02, effec-
tive 12/26/02. Statutory Authority: RCW 84.55.060 and 84.08.070. WSR
94-07-066, S 458-19-030, filed 3/14/94, effective 4/14/94.]

AMENDATORY SECTION (Amending WSR 15-03-087, filed 1/21/15, effective
2/21/15)

WAC 458-19-035 Levy limit—Annexation. (1) Introduction. One
taxing district may annex territory or another dissimilar taxing dis-
trict from outside the annexing taxing district's boundary. This rule
sets forth the method used to calculate the first regular property tax
levy made after a taxing district has annexed territory or a dissimi-
lar taxing district in accordance with RCW 84.55.030 and 84.55.110.
This rule also explains what occurs when the department of natural re-
sources (DNR) discontinues forest fire patrol assessments on parcels
of forest land.
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(2) Increase in territory due to annexation. The first regular
property tax levy of a taxing district after it annexes territory or a
dissimilar taxing district cannot exceed the amount calculated as fol-
lows:

(a) Multiply the highest amount of regular property taxes that
could have been lawfully levied since 1985 for 1986 collection, of the
annexing district as though no annexation had occurred, by the limit
factor as defined in RCW 84.55.005 and WAC 458-19-005;

(b) Multiply the regular property tax levy rate of the annexing
district for the preceding year by the increase in assessed value in
the annexing district resulting from:

(1) New construction;

(ii) Improvements to property;

(iii) Increases in the assessed value of state assessed property;
( (ere) )

(iv) Increases 1in assessed value due to the construction of wind
turbine, solar, biomass, and geothermal facilities, i1if such facilities
generate electricity and the property is not included elsewhere under
chapter 84.55 RCW for purposes of providing an additional dollar
amount. The property may be classified as real or personal property;
and

(v) Increases in assessed value of real property, as defined in
RCW 39.114.010, within an increment area as designated by any local
government in RCW 39.114.020 if the increase is not included elsewhere
under RCW 84.55.030. This subsection (2) (b) (v) does not apply to:

(A) TLevies by the state;

(B) Levies by a port district for purposes of making reguired
payments of principal and interest on general indebtedness; and

(C) Tevies by a public utility district for purposes of making
required payments of principal and interest on general indebtedness.

(c) Multiply the current year assessed value of the annexed ter-
ritory or district by the levy rate that would have been used for the
current year by the annexing district had there been no annexation. To
calculate the levy rate that would have been used for the current year
by the annexing district, divide the regular levy limit of the annex-
ing district by the current assessed value of the annexing district,
excluding the annexed area.

(d) Add together the ((resutt—of—ecach oftheealeulations—set
ferth)) amounts from each calculation in subsection (2) (a), (b), and
(c) of this rule to determine the maximum amount of the first regqular

levy of a taxing district after annexation.

(3) Example. ((Fellowingis—anexamplte of the ealenlatieons—pre—
seribed—dn—subseetion—{2)—eofthis—+rules)) Taxing district "A" annexes
a portion of taxing district "B" that takes effect before August 1lst
in ((26344)) 2026. The highest amount of regular property taxes that
could have been levied by district "A" since 1985 for 1986 collection
is $100,000. The increase 1in assessed value from ((28043—+e—2634)) 2025

to 2026 in district "A" due to ((prew—eenstruvection;—improvements—te
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bine——sotar;—biomass;—and—geothermal—faeitities)) amounts from subsec-
tion (2) (b) (i) through (v) of this rule is $700,000. The levy rate for
district "A" for ((2643)) 2025 was $0.50 per $1,000 of assessed value.

The ((2644)) 2026 levy rate for district "A," had there been no annex-
ation, would have been $0.48 per $1,000 of assessed value. The
((26+4)) 2026 assessed value of the portion of taxing district "B"
that was annexed by taxing district "A" is $5,000,000, which includes
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v) of this rule. Assume the levy limit for this example is 101 ( (%
percent because it is the lesser of ((eme—hundred—one)) 101 percent
and ( (eme—hunered)) 100 percent plus the rate of inflation. The first
regular levy by taxing district "A" after annexation cannot exceed the
amount calculated as follows:

District "A" highest levy since 1985 - $100,000

x 1.01

$101,000

A.V. of new construction* in district "A" - $700,000

District "A" levy rate for ((2043)) 2025 - x 0.50

$350,000

Divide by $1,000 - + 1,000

Levy amount for new construction - $350

((2644)) 2026 A.V. of annexed portion of

district "B" - $5,000,000
District "A" levy rate that would have been

used in ((2644)) 2026, absent annexation - —XO48

$2,400,000

Divide by $1,000 - + 1,000

Levy amount for annexed part of district "B" - $2,400

$101,000

350

+ 2,400

Maximum levy amount for district "A" after $103,750

annexation -

eS8 —a - o 5
+ies)) amounts from subsectlon (2) (b) (1) through (v) of this rule.

(4) Loss of territory due to annexation. When a taxing district
loses a portion of its territory as a result of annexation to another
district, the levy limit for the taxing district that loses part of
its territory is calculated by multiplying the highest amount that
could have been lawfully levied by that taxing district since 1985 for
1986 collection by the limit factor as defined in RCW 84.55.005 and
WAC 458-19-005. However, only the increase in assessed value from the

preceding year, attrlbutable to ( (rew—eorstruvetion,—improvements—te

propertEy—inereases—n—the—assess Fatue—of state assessedproperEys
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bine——sotar;—biomass;—and—geothermal—faeitities)) amounts from subsec-
tion (2)(b)(1) throuqh (v) of this rule that occurred in the remaining

territory of the taxing district is added to the amount determined, to
calculate the levy limit. Except for voter approval of an excess levy,
the levy rate cannot exceed the statutory dollar rate limit for that
type of taxing district.

(5) Forest fire patrol protection assessments discontinued by DNR
- Effect. If an owner of forest land within a forest protection zone
neglects or fails to provide adequate fire protection as required by
RCW 76.04.600, DNR will provide this protection and impose an annual
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assessment on each parcel of forest land in accordance with RCW
76.04.610. When DNR discontinues the forest fire patrol assessment by
dissolving the forest protection assessment areas and an existing fire
district assumes protection services and property tax levying authori-
ty for this unimproved land within its existing boundaries, the as-
sessed value of the fire district will increase and effectively be an
annexation for property tax purposes. In order to be included in the
assessed value of the fire district, all details of the dissolution
and annexation must be completed and the county assessor's office must
receive formal notice from the fire district and DNR prior to August
1st of the assessment year. This notice must specify the forest fire
patrol assessment areas being dissolved, the fire district(s) assuming
the levying and fire protection responsibilities, and the forest land
impacted by the change.

[Statutory Authority: RCW 84.08.010, 84.08.070, 84.08.080, 84.48.200,
84.52.0502, and 84.55.060. WSR 15-03-087, § 458-19-035, filed 1/21/15,
effective 2/21/15. Statutory Authority: RCW 84.08.010, 84.08.070,
84.48.080, 84.55.060, 84.52.0502, chapters 84.52 and 84.55 RCW, and
RCW 34.05.230(1). WSR 02-24-015, § 458-19-035, filed 11/25/02, effec-
tive 12/26/02. Statutory Authority: RCW 84.55.060 and 84.08.070. WSR
94-07-066, § 458-19-035, filed 3/14/94, effective 4/14/94.]
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