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VALUATION AND REVALUATION OF REAL
PROPERTY

WAC

458-07-030 True and fair value—Defined—Criteria—Highest and

best use—Data from property owner.

WAC 458-07-030 True and fair value—Defined—
Criteria—Highest and best use—Data from property
owner. (1) True and fair value—Defined. All property
must be valued and assessed at one hundred percent of true
and fair value unless otherwise provided by law. "True and
fair value" means market value and is the amount of money a
buyer of property willing but not obligated to buy would pay
a seller of property willing but not obligated to sell, taking
into consideration all uses to which the property is adapted
and might in reason be applied.

(2) True and fair value—Ceriteria. In determining true
and fair value, the assessor may use the sales (market data)
approach, the cost approach, or the income approach, or a
combination of the three approaches to value. The provisions
of (b) and (c¢) of this subsection, the cost and income
approaches, respectively, shall be the dominant factors con-
sidered in determining true and fair value in cases of property
of a complex nature, or property being used under terms of a
franchise granted by a public agency, or property being oper-
ated as a public utility, or property not having a record of sale
within five years and not having a significant number of sales
of comparable property in the general area. When the cost or
income approach is used, the assessor shall provide the prop-
erty owner, upon request, with the factors used in arriving at
the value determined, subject to any lawful restrictions on the
disclosure of confidential or privileged tax information.

(a) Sales. Sales of the property being appraised or sales
of comparable properties that occurred within five years of
January 1st of the assessment year are valid indicators of true
and fair value. In valuing property, the following shall be
considered:

458-07-030

(i) Any governmental policies or practices, regulations
or restrictions in effect at the time of appraisal that affect the
use of property, including a comprehensive land use plan,
developmental regulations under the Growth Management
Act (chapter 36.70A RCW), and zoning ordinances. No
appraisal may assume a land usage or highest and best use not
permitted under existing zoning or land use planning ordi-
nances or statutes or other government restrictions, unless
such usage is otherwise allowed by law;

(i) Physical and environmental influences that affect the
use of the property;

(i) When a sale involves a real estate contract, the
extent, if any, to which the down payment, interest rate, or
other financing terms may have increased the selling price;

(iv) The extent to which the sale of a comparable prop-
erty actually represents the general effective market demand
for property of that type, in the geographical area in which the
property is located; and

(v) Sales involving deed releases or similar seller-devel-
oper financing arrangements shall not be used as sales of
comparable property in determining value.

(b) Cost. In determining true and fair value, consider-
ation may be given to cost, cost less depreciation, or recon-
struction cost less depreciation.

(¢) Income. In determining true and fair value, consider-
ation may be given to the capitalization of income that would
be derived from prudent use of the property, as limited by law
or ordinance. Consideration should be given to any agree-
ment between an owner of rental housing and any govern-
ment agency that restricts rental income, appreciation, and
liquidity and to the impact of government restrictions on
operating expenses and on ownership rights in general of
such housing.

(d) Manuals. Appraisal manuals or guides published or
approved by the department of revenue shall be considered in
conjunction with the three approaches to value. The data con-
tained in these manuals or guides must be analyzed and
adjusted by the assessor to consider time, location, and any
other applicable factors to properly reflect market value in the
county.

(3) True and fair value—Highest and best use. Unless
specifically provided otherwise by statute, all property shall
be valued on the basis of its highest and best use for assess-
ment purposes. Highest and best use is the most profitable,
likely use to which a property can be put. It is the use which
will yield the highest return on the owner's investment. Any
reasonable use to which the property may be put may be
taken into consideration and if it is peculiarly adapted to
some particular use, that fact may be taken into consider-
ation. Uses that are within the realm of possibility, but not
reasonably probable of occurrence, shall not be considered in
valuing property at its highest and best use.

(4) Valuation of land and improvements. In valuing
any lot, tract, or parcel of real property, the assessor must
determine the true and fair value of the land, excluding the
value of any structures on the land and excluding the value of
any growing crops. The assessor must also determine the true
and fair value of any structure on the land. The total value of
the land and the structures must not exceed one hundred per-
cent of the true and fair value of the total property as it exists
at the time of appraisal.
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(5) Valuation data from property owners. The asses-
sor may require property owners to submit pertinent data
regarding property in their control, including sales data, costs
and characteristics of improvements, and other facts neces-
sary for appraisal of the property.

[Statutory Authority: RCW 84.08.070. 09-04-035, § 458-07-030, filed

1/29/09, effective 3/1/09; 00-01-043, § 458-07-030, filed 12/7/99, effective
1/7/00.]

Chapter 458-12 WAC

PROPERTY TAX DIVISION—RULES FOR
ASSESSORS

WAC

458-12-140 Taxing district boundaries—Designation of tax code

area.

WAC 458-12-140 Taxing district boundaries—Des-
ignation of tax code area. (1) Introduction. This rule
explains when the boundaries of a taxing district must be
established for the purpose of levying property taxes. No
property tax levy can be made for a given year on behalf of
any taxing district whose boundaries are not established as of
the dates provided in this rule. This rule also explains that
county assessors are required to transmit taxing district
boundary information to the property tax division of the
department of revenue (department) when there is a change in
taxing district boundaries or when a new taxing district is
established. Lastly, this rule provides guidance to assessors in
designating tax code areas to be used in the listing of real and
personal property.

For purposes of this rule, the definition of "taxing dis-
trict" is the same as in WAC 458-19-005.

(2)(a) Establishment of taxing district boundaries.
Except as set forth in (b) and (c) of this subsection, for the
purpose of property taxation and the levy of property taxes,
the boundaries of counties, cities, and all other taxing dis-
tricts must be the established official boundaries of the taxing
districts existing on August 1st of the year in which the prop-
erty tax levy is made.

(b) Newly incorporated port districts and regional
fire protection service authorities. The boundaries for a
newly incorporated port district or regional fire protection
service authority must be the established official boundaries
existing on October 1st of the year in which the initial prop-
erty tax levy is made if the boundaries of the newly incorpo-
rated port district or regional fire protection service authority
are coterminous with the boundaries of another taxing district
or districts, as they existed on August 1st of that year.

(c) Mosquito control districts. Boundaries of a mos-
quito control district must be the established official bound-
ary existing on September 1st of the year in which the prop-
erty tax levy is made.

(3) Withdrawal of certain areas of a library district,
metropolitan park district, fire protection district, or
public hospital district. Notwithstanding the provisions of
RCW 84.09.030 and subsection (2) of this section, the bound-
aries of a library district, metropolitan park district, fire pro-
tection district, or public hospital district, that withdraws an
area from its boundaries under RCW 27.12.355, 35.61.360,
52.04.056, or 70.44.235, which area has boundaries that are
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coterminous with the boundaries of a tax code area, will be
established as of October 1st in the year in which the area is
withdrawn.

(4) School district boundary changes. Each school
district affected by a transfer of territory from one school dis-
trict to another school district under chapter 28A.315 RCW
must retain its preexisting boundaries for the purpose of the
collection of excess tax levies authorized under RCW 84.52.-
053 before the effective date of the transfer. The preexisting
boundaries must be retained for such tax collection years and
for such excess tax levies as the regional committee on school
district organization (committee) may approve. The commit-
tee may order that the transferred territory will either be sub-
ject to or relieved of such excess levies. For the purpose of all
other excess tax levies previously authorized under chapter
84.52 RCW and all excess tax levies authorized under RCW
84.52.053 subsequent to the effective date of a transfer of ter-
ritory, the boundaries of the affected school districts must be
modified to recognize the transfer of territory subject to
RCW 84.09.030 and subsection (2) of this section.

(5) Copy of instrument setting forth taxing district
boundary changes must be provided to the department.
Any instrument setting forth the official boundaries of a
newly established taxing district, or setting forth any change
in taxing district boundaries, that is required by law to be
filed in the office of the county auditor or other county offi-
cial must be filed in triplicate. The county official with whom
the instrument is filed must forward two copies of the instru-
ment to the county assessor. The assessor must provide one
copy of the instrument, together with a copy of a plat showing
the new boundaries, to the property tax division of the depart-
ment of revenue within thirty days of the establishment of the
boundaries of such taxing district.

(6) Designation of tax code areas. Assessors must des-
ignate the name or number of each tax code area in which
each description of real or personal property is located and
assessed. The tax code area designation must be entered
opposite each assessment in a column provided for that pur-
pose in the detail and assessment list.

For purposes of this rule, the definition of "tax code
area" is the same as in WAC 458-19-005.

(a) Personal property. Assessors must designate the
tax code area on all listings of personal property in accor-
dance with the applicable rules controlling "taxable situs" as
of the assessment date.

(b) Property located in more than one tax code area.
When real and personal property of any person is located and
assessable in more than one tax code area, a separate listing
must be made on the detail and assessment list and identified
by the name or number of the tax code area in which each
portion of the property or properties is located.

[Statutory Authority: RCW 84.08.010. 09-04-033, § 458-12-140, filed

1/29/09, effective 3/1/09; 02-14-011, § 458-12-140, filed 6/20/02, effective
7/21/02; Order PT 68-6, § 458-12-140, filed 4/29/68.]

Chapter 458-15 WAC
HISTORIC PROPERTY

WAC

458-15-100 Appeals.
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WAC 458-15-100 Appeals. (1) The owner may appeal
a determination of eligibility of special valuation by a local
review board to superior court under RCW 34.05.510
through 34.05.598 or to the legislative authority if local ordi-
nances so provide.

(2) Disqualification or removal of the property from spe-
cial valuation may be appealed to the county board of equal-
ization in accordance with RCW 84.40.038.

[Statutory Authority: RCW 84.08.010(2) and 84.08.070. 09-04-034, § 458-

15-100, filed 1/29/09, effective 3/1/09; 87-05-022 (Order PT 87-2), § 458-
15-100, filed 2/13/87.]

Chapter 458-16 WAC
PROPERTY TAX—EXEMPTIONS

WAC

458-16-260 Nonprofit day care centers, libraries, orphanages, homes
for sick or infirm, hospitals, outpatient dialysis
facilities.

458-16-270 Schools and colleges.

458-16-280 Art, scientific, and historical collections.

458-16-282 Musical, dance, artistic, dramatic and literary associa-
tions.

458-16-560 Housing for very low-income households.

WAC 458-16-260 Nonprofit day care centers, librar-
ies, orphanages, homes for sick or infirm, hospitals, out-
patient dialysis facilities. (1) Introduction. This section
explains the property tax exemption available under the pro-
visions of RCW 84.36.040 to property used by nonprofit day
care centers, libraries, orphanages, homes for the sick or
infirm, hospitals, outpatient dialysis facilities. This section
also explains the property tax exemption available to prop-
erty leased to and used by a hospital that is owned and oper-
ated by a public hospital district for hospital purposes.

(2) Definitions. For purposes of this section, the follow-
ing definitions apply:

(a) "Convalescent" or "chronic care" means any or all
procedures commonly employed in caring for the sick includ-
ing, but not limited to, administering medicines, preparing
special diets, providing bedside nursing care, applying dress-
ings and bandages, and carrying out any treatment prescribed
by a duly licensed practitioner of the healing arts.

(b) "Day care center" means a facility that regularly pro-
vides care for a group of children for periods of less than
twenty-four consecutive hours.

(c) "Home for the sick or infirm" means any home, place,
or institution that operates or maintains facilities to provide
convalescent or chronic care, or both, for three or more per-
sons not related by blood or marriage to the operator, who by
reason of illness or infirmity, are unable to properly care for
themselves.

(1) The services must be provided to persons over a con-
tinuous period of twenty-four hours or more.

(i1) A boarding home, guest home, hotel, or similar insti-
tution that is held forth to the public as providing and supply-
ing only room, board, or laundry services to persons who do
not need medical or nursing treatment or supervision is not
considered a "home for the sick or infirm" for purposes of this
section.

(d) "Hospital" means a nonprofit organization, associa-
tion, or corporation engaged in providing medical, surgical,
nursing, or related health care services for the prevention,

458-16-260

diagnosis, or treatment of human illness, pain, injury, disabil-
ity, deformity, or abnormality, including mental illness, treat-
ment of mentally incompetent persons, or treatment of chem-
ically dependent persons. The term also means all buildings
or portions of buildings that are currently licensed as part of a
hospital pursuant to chapters 70.41 or 71.12 RCW, and are
part of an integrated, interrelated, homogeneous unit exclu-
sively used for hospital purposes. The licensed hospital must
be able to provide health care services to inpatients over a
continuous period of twenty-four hours or more. The term
also includes:

(1) Administrative and support facilities integral and nec-
essary to the functioning of the licensed hospital;

(i1) Buildings used as a residence for persons engaged or
employed on a regular basis in the operation of a licensed
hospital. Such buildings include, but are not limited to, a
nurse's home or a residence for hospital employees; and

(iii) Residential units administered by a licensed hospital
that are exclusively used to temporarily house families of
inpatients in an integrated program of therapy.

"Hospital" does not mean:

(A) Hotels or similar places that furnish only food and
lodging or simple domiciliary care;

(B) Clinics or physician's offices not licensed as part of a
hospital, where patients are not regularly kept as bed patients
for twenty-four hours or more;

(C) Nursing homes as defined in chapter 18.51 RCW;
and

(D) Maternity homes as defined in chapter 18.46 RCW.

(3) Exemption for exclusively used property. All real
and personal property exclusively used by a nonprofit organi-
zation, association, or corporation for the following institu-
tions is exempt from taxation:

(a) Day care centers;

(b) Free public libraries;

(c) Orphanages;

(d) Homes for the sick or infirm;

(e) Hospitals for the sick; and

(f) Outpatient dialysis facilities.

(4) Exemption for loaned, leased, or rented property.
Property loaned, leased, or rented to an institution listed in
subsections (3)(a) through (f) of this section is also exempt
from taxation if:

(a) The property is exclusively used by the nonprofit
organization, association, or corporation;

(b) The benefit of the exemption inures to the user; and

(c) The property was specifically identified as loaned,
leased, or rented when the application for exemption was
made.

(5) Property leased or rented to and used by a hospi-
tal that is owned and operated by a public hospital dis-
trict. All real and personal property leased or rented to and
used by a hospital owned and operated by a public hospital
district established under chapter 70.44 RCW for hospital
purposes is exempt from taxation. The benefit of the exemp-
tion must inure to the entity using the exempt property.

(6) Exclusive use required. Any portion of property
exempt under subsections (3) through (5) of this section that
is not exclusively used in a manner furthering the exempt
purposes of the nonprofit organization, association, or corpo-
ration must be segregated and taxed. For example, hospital
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property used by, and under the administrative control of, a
physician to conduct his private practice must be segregated
and taxed.

(7) Additional requirements. Any organization or

association that applies for a property tax exemption under
this section must also comply with the provisions of WAC
458-16-165. WAC 458-16-165 sets forth additional condi-
tions and requirements that must be complied with to obtain
a property tax exemption under RCW 84.36.040.
[Statutory Authority: RCW 84.36.865 and 84.36.040. 10-02-010, § 458-16-
260, filed 12/24/09, effective 1/24/10. Statutory Authority: RCW 84.36.865,
84.36.040 and 84.36.050. 01-24-037, § 458-16-260, filed 11/28/01, effective
12/29/01. Statutory Authority: RCW 84.08.010, 84.08.070 and chapter
84.36 RCW. 94-07-008, § 458-16-260, filed 3/3/94, effective 4/3/94. Statu-
tory Authority: RCW 84.36.865. 88-02-010 (Order PT 87-10), § 458-16-
260, filed 12/28/87; 85-05-025 (Order PT 85-1), § 458-16-260, filed 2/15/85.
Statutory Authority: RCW 84.36.389 and 84.36.865. 83-19-029 (Order PT
83-5), § 458-16-260, filed 9/14/83. Statutory Authority: RCW 84.36.865.
81-05-017 (Order PT 81-7), § 458-16-260, filed 2/11/81; Order PT 77-2, §
458-16-260, filed 5/23/77; Order PT 76-2, § 458-16-260, filed 4/7/76. For-
merly WAC 458-12-225.]

WAC 458-16-270 Schools and colleges. (1) Introduc-
tion. This section explains the two property tax exemptions
available under the provisions of RCW 84.36.050. The first
exemption applies to property owned or used by or for a non-
profit school or college. The second exemption is for prop-
erty owned by a not-for-profit foundation established for the
exclusive support of an institution of higher education, as
defined in RCW 28B.10.016, that is leased to and used by the
institution. Nonprofit schools, colleges, and not-for-profit
foundations seeking a property tax exemption under RCW
84.36.050 must also comply with the relevant requirements
of RCW 84.36.805 and 84.36.840. (See subsection (9) of this
section.)

(2) Definitions. For purposes of this section, the follow-
ing definitions apply:

(a) "College or campus purposes" means principally
designed to further the educational, athletic, or social func-
tions of an institution of higher education, as defined in RCW
28B.10.016, and only applies to property that is owned by a
not-for-profit foundation and leased to and used by such an
institution.

(b) "Cultural or art educational program" means:

(1) An exhibition or presentation of works of art or
objects of cultural or historical significance, such as those
commonly displayed in art or history museums;

(i1) A musical or dramatic performance or series of per-
formances; or

(iii) An educational seminar or program, or series of such
programs, offered by a nonprofit school or college to the gen-
eral public on an artistic, cultural, or historical subject. (See
RCW 82.04.4328(2).)

(c) "Educational, social and athletic programs" or "edu-
cational, social and athletic functions" individually or collec-
tively mean those programs offered or functions performed
by or for the school or college in each such general area,
including, but not limited to, those illustrated by the exam-
ples set forth in this definition, and including educational,
social, and athletic programs and functions sponsored or
cosponsored by the school or college, offered by others on
school or college-owned property in a manner consistent with
the school or college's programs, and such programs and
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functions on school or college property that may involve
alumni and community members.

(1) Examples of educational programs and functions
include, in addition to those described in the definition of
"educational purposes" in (d) of this subsection: Classes,
seminars, conferences, providing instructional support to stu-
dents and other participants in such programs and functions,
and programs and functions that utilize and apply the aca-
demic and instructional resources and facilities of the school
or college, including related administrative and support activ-
ities for these programs and functions.

(i1) Examples of athletic programs and functions include:
Physical training, sport events and practices, athletic camps,
and use of school or college recreational and fitness resources
and facilities by students, alumni, faculty, staff, or third par-
ties, including related administrative and support activities,
which use the property in a manner consistent with the school
or college's programs.

(iii) Examples of social programs or functions include
activities engaged in by or for the school or college that fur-
ther the health, safety, well being, emotional growth, welfare,
psychological development, socialization, preparation and
training for participation in society, development of adaptive
skills and cultural awareness and related activities for stu-
dents including, but not limited to, theatrical or musical per-
formances, artistic, cultural, or technology exhibits or fairs,
events, presentations and programs providing students with
information about and access to goods and services they need
while a student at the school or college.

(d) "Educational purposes" means, in addition to the
educational programs and functions described in (c) of this
subsection, systematic instruction, either formal or informal,
in any and all branches of learning directed to an indefinite
class of persons and from which a substantial public benefit
is derived. The term includes all purposes that seek to pro-
mote or advance education.

(e) "Schools and colleges" means:

(i) Nonprofit educational institutions that are approved
by the superintendent of public instruction or whose students
and credentials are accepted without examination by schools
and colleges established under either Title 28A or 28B RCW
and offer students an educational program of a general aca-
demic nature; or

(i1) Nonprofit institutions that meet the following crite-
ria:

(A) They have a definable curriculum and measurable
outcomes for a specific group of students;

(B) They have a qualified or certified faculty;

(C) They have facilities and equipment that are designed
for the primary purpose of the educational program;

(D) They have an attendance policy and requirement;

(E) They have a schedule or course of study that supports
the instructional curriculum; and

(F) They are accredited, recognized, or approved by an
external agency that certifies educational institutions and the
transferability of courses.

(f) "Net income" means the amount received from the
loan or rental of exempt property that exceeds the amount of
the maintenance and operation expenses, as defined in WAC
458-16-165, attributable to the portion of the property loaned
or rented.
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(g) "Pecuniary gain" means the generation of monetary
receipts from commercial operations or other sales activities,
when those receipts exceed expenses of operations or are
intended to exceed expenses of operations.

(h) "Religious faculty" means a person who:

(i) Teaches at a school or college; and

(i1) Is a member of the clergy or a religious order or offi-
cially invested with ministerial or priestly authority, as distin-
guished from laity.

(1) "Third parties" means individuals, groups, organiza-
tions, associations, corporations, and entities other than the
school or college to which an exemption is granted under this
section.

(3) Exemption - nonprofit schools or colleges. Prop-
erty owned or used by or for any nonprofit school or college
within this state is exempt to the extent that it is used for edu-
cational purposes or cultural or art educational programs.

(a) Real property exempt under this section cannot
exceed four hundred acres. The exempt property includes,
but is not limited to:

(1) Buildings and grounds principally designed for the
educational, athletic, or social programs or functions of the
school or college;

(i1) Buildings that house part-time or full-time students,
religious faculty, or the chief administrator of the school or
college;

(iii) Buildings used for athletic activities of the school or
college; and

(iv) All other school or college facilities, such as mainte-
nance facilities, heating plants, storage facilities, security ser-
vices facilities, food services facilities, transportation facili-
ties, administrative offices, or a student union building or stu-
dent commons, which are needed because of the presence of
the school or college.

(b) With respect to all property that is not part of, or con-
tiguous to, the main campus of a school or college and for
which the institution wishes to obtain an exemption, the
department may require the institution to provide, in detail,
the following information:

(1) The names of courses taught or a description of the
educational purposes or cultural or art educational programs
taking place at the off-campus site;

(i) A calendar of dates and times that shows how the
subject property is used; and

(iii) The number of students who participate in the edu-
cational activities or cultural or art educational programs con-
ducted at the off-campus site.

(c) If property is leased to a school or college, in order to
be exempt, the benefit of the exemption must inure to the
school or college.

(4) Exemption - property owned by a not-for-profit
foundation that is leased to and used by an institution of
higher education. RCW 84.36.050 also provides a property
tax exemption to real or personal property owned by a not-
for-profit foundation established for the exclusive support of
an institution of higher education, as defined in RCW
28B.10.016. The property must be leased to and used by the
institution for college or campus purposes and it must be
principally designed to further the educational, athletic or
social functions of the institution.

458-16-270

(a) An institution of higher education is defined in RCW
28B.10.016 as synonymous with "postsecondary institutions"
and means the University of Washington, Washington State
University, Western Washington University at Bellingham,
Central Washington University at Ellensburg, Eastern Wash-
ington University at Cheney, The Evergreen State College,
the community colleges, and the technical colleges.

(b) The exemption can only be obtained for property
actively utilized by currently enrolled students.

(¢) The benefit of the exemption must inure to the educa-
tional institution using the exempt property.

(5) Uses of the exempt property that affect the exemp-
tion - exceptions. For purposes of the school and college
exemption:

(a) If exempt property is used by a third party entitled to
a property tax exemption, the property remains exempt as
long as the amount of rent or donations received by the
school or college for that use does not result in net income.

(b) If exempt property is used by a third party not entitled
to a property tax exemption, for pecuniary gain or to promote
business activities, then the property, or portion so used, is
taxable for the entire assessment year in which the nonquali-
fying use occurs and will remain taxable until a new applica-
tion is filed with the department and approved, except as oth-
erwise provided in this subsection, and subsection (6) of this
section (nonqualifying inadvertent use), and subject to the
provisions of subsection (9) of this section. When exemption
is denied for only a portion of the school or college's prop-
erty, any renewal application need only address that portion
denied, not the entire property.

(c) There are three general exceptions to the loss of
exemption when exempt property is used by a third party not
entitled to a property tax exemption, which exceptions are
described in (i), (ii), and (iii) of this subsection (5)(c), as fol-
lows:

(1) If exempt property is used by students, alumni, fac-
ulty, staff, or other third parties in a manner consistent with
the educational, social, or athletic programs of the school or
college, including property used for related administrative
and support functions, and not for pecuniary gain or to pro-
mote business activities, then the property remains exempt.

(i) When the school or college contracts with and per-
mits the use by third parties of exempt property to provide
school or college-related programs or services directed at stu-
dents, faculty, and staff, and not primarily at the general pub-
lic, then the property remains exempt, regardless of whether
payment for the programs or services is made to such third
party by the school or college, or by program participants or
service recipients, and regardless of whether the use by the
third party results in pecuniary gain for the third party or the
promotion of the third party's business. Examples of such
programs or services include school or college educational,
social and athletic programs and functions; the provision of
food services, including snack and coffee bars, food or bot-
tled drink vending machines, or on-campus catering services
for school or college events; placement of an automated teller
machine on exempt property; the operation of a bookstore on
campus that sells textbooks and other student oriented items;
and the provision of maintenance, operational, or administra-
tive services.

[2010 WAC Supp—page 5]



458-16-270

(iii) If exempt property is used for pecuniary gain or to
promote business activities for seven days or less each calen-
dar year by third parties who are not entitled to a property tax
exemption, the property remains exempt. Disqualifying use
of more than seven days is measured separately with respect
to each specific portion of the exempt property used, and is
cumulative with respect to each such separate portion each
year for all such third party use. For example, if a classroom
in a building is used by three separate third parties for dis-
qualifying uses on three separate occasions in one calendar
year for periods of two, three, and five days respectively (for
a total of ten days of disqualifying use), that classroom, but
not the entire floor or building, loses its exemption for that
calendar year. By contrast, if the five day disqualifying use
occurred in a different portion of the building, such as an
auditorium, neither the classroom nor the auditorium would
be disqualified, since neither portion of the building would
have been used for a disqualifying use for more than seven
days in that year. This seven day limitation does not apply
when exempt property is used as or for a sports or educational
camp or program that is taught, operated, or conducted by a
faculty member who is required or permitted to do so as part
of his or her compensation package, whether or not partici-
pants pay a fee directly to such faculty member.

(6) Effect of inadvertent use in a nonqualifying man-
ner. If property exempt under this section is inadvertently or
accidentally used in a manner inconsistent with the purposes
for which the exemption was granted, the exemption will not
be nullified unless the use is part of a pattern of nonexempt
use. A pattern of nonexempt use is presumed when an inad-
vertent or accidental use is repeated in the same assessment
year or in two or more successive assessment years.

(7) Examples of uses that do not nullify the exemp-
tion. In order to clarify the property tax exemption for
schools and colleges, this subsection describes and gives
examples of the types of use by third parties not entitled to a
property tax exemption that do not nullify the tax exempt sta-
tus of property owned or used by or for a school or college.
The following examples should be used only as a general
guide. The tax results of other specific situations must be
determined after a review of all of the facts and circum-
stances. In the following examples, as long as any rent or
donation associated with the use does not result in net income
to the school or college, the exemption is not affected.

(a) Exempt property is used by students, alumni, faculty,
staff, or other third parties for weddings, anniversary celebra-
tions, family or school reunions, funeral services, or similar
events. These uses are consistent with the educational or
social programs of the school or college and the property
remains exempt. The property remains exempt even when the
persons or groups using the school or college property for
such an event also hire persons such as a caterer, a musical
group, or a wedding photographer specifically for the event.

(b) Exempt property is used by third parties, such as
members of the community, for lectures, presentations, musi-
cal recitals, seminars, debates, or similar educational activi-
ties. If the third party use is contracted for and permitted by
the school or college, for example when the school or college
pays the presenter directly, or when the participants or
patrons pay the presenter directly, there is no loss of exemp-
tion, as long as the uses are consistent with the educational,
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social, or athletic programs of the school or college. The pre-
senter may also offer for sale, at the time of the presentation,
books, tapes, CDs or similar items that relate directly to the
presentation.

(c) Exempt property is used by third parties such as stu-
dents, alumni, faculty, staff, or members of the community
for athletic activities or events on sports fields, tennis courts,
and in buildings used for athletics. These uses are consistent
with the athletic programs of the school or college and the
property remains exempt as long as the property is not used
for third party pecuniary gain or to promote business activi-
ties. (The example is intended only to illustrate the applica-
tion of the exception set forth in subsection (5)(c)(i) of this
section, and should be distinguished from the exception
described under subsection (5)(c)(ii) of this section which
permits the generation of third party pecuniary gain in certain
identified circumstances.) Any fees, charges, rents, donations
or other remuneration for the use of the school or college
exempt facilities may not result in net income.

(d) Exempt property is used by third parties for educa-
tional or instructional programs, such as private instruction,
tutoring, driving instruction, English as a second language or
other language courses, examination preparation, or other
similar programs. These programs are consistent with the
educational programs of the school or college and the prop-
erty remains exempt as long as the property use is contracted
for and permitted by the school or college and the uses are
consistent with the educational programs of the school or col-
lege.

(e) Exempt property, such as student housing, is used for
purposes of recruiting prospective students. Exempt school
or college facilities, when not being used by currently
enrolled students, are offered by the school or college to third
parties for educational programs consistent with the educa-
tional purposes of the school or college. Such uses are consis-
tent with the educational programs of the school or college
and the property remains exempt.

(f) A school or college provides courses in vocational-
technical skills, such as culinary arts, hotel management,
automotive mechanics, or cosmetology. As a part of the
course work, students obtain practical experience by provid-
ing products or services to the public. As long as the charge
to the public for these products or services is exclusively used
for the school or college's educational, social, or athletic pro-
grams, this use of exempt property is consistent with the
school's educational programs and functions and will not
result in the loss of exemption.

(g) Exempt property is used by a bank or credit union in
a school or college student orientation program of limited
duration and not more than one time each year, through
which students receive information from a variety of local
businesses about services that they may need while attending
a school or college. This is considered to be a social or edu-
cational program of the school or college and is not a disqual-
ifying use.

(h) The school or college contracts with and permits
third parties to use exempt property to conduct fund-raising
activities when the funds raised will be used for educational
purposes or cultural or art educational programs of the school
or college. Such activities must be conducted in accordance
with the provisions of WAC 458-16-165.
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(8) Examples of disqualifying use. In order to clarify
the property tax exemption for schools and colleges, this sub-
section describes and gives examples of the types of use by
third parties not entitled to a property tax exemption that will
nullify the tax exempt status of property owned or used by or
for a school or college. The following examples identify a
number of facts and then state a conclusion. These examples
should be used only as a general guide. The tax results of
other specific situations must be determined after a review of
all of the facts and circumstances.

(a) The placement and operation of a bank or credit
union on exempt property. Such an activity is using the
exempt property for pecuniary gain and to promote business
activities and will cause the loss of exemption. Such an oper-
ation provides a service that is not distinguishable from ser-
vices provided to the general community. The exemption is
nullified for the portion of the property occupied by the bank
or credit union.

(b) An antique shop, gift shop, or retail store that sells a
variety of merchandise, but does not primarily sell products
directed at students, faculty, or staff of the school or college,
and occupies an exempt college-owned building on the
school or college campus on a regular and continuing basis.
Such a store does not provide a specific school or college
related program or service, and is being operated for pecuni-
ary gain and to promote business activities. The exemption is
nullified for the portion of the building occupied by the busi-
ness.

(9) Additional requirements.

(a) Any school or college, or not-for-profit foundation
established for the exclusive support of an institution of
higher education, that applies for a property tax exemption
under this section must also comply with the provisions of
RCW 84.36.805 to the extent applicable. Schools, colleges,
and not-for-profit foundations established for the exclusive
support of an institution of higher education may, without
losing the exemption, loan or rent exempt property to organi-
zations even though the property would not be exempt if
owned by such organizations, as long as the rents or dona-
tions received for the use of the portion of the property loaned
or rented are reasonable and do not exceed the maintenance
and operation expenses attributable to the portion of the prop-
erty loaned or rented. WAC 458-16-165 describes and
explains additional conditions and requirements that must be
complied with to obtain and maintain a property tax exemp-
tion for a school, college, or not-for-profit foundation.

(b) Any school or college, or not-for-profit foundation
established for the exclusive support of an institution of
higher education, that applies for a property tax exemption
under this section must also comply with the provisions of
RCW 84.36.840. In accordance with that statute, the appli-
cant must annually file a report with the department on or
before April 1st. The report must be signed, and state that the
revenues of the school, college, or foundation, including
donations, have been applied to maintenance and operation
expenses or capital expenditures of the school or college or
foundation and to no other purpose. The report must also con-
tain the following information:

(1) A list of all property, real and personal, claimed to be
exempt, including the parcel number(s) and/or addresses for
all real property;
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(i1) The purpose(s) for which the property was used;

(iii) The revenue derived from the property for the pre-
ceding calendar year;

(iv) The use to which the revenue was applied;

(v) The number of students who attended the school or
college; and

(vi) The total revenues of the school, college, or founda-
tion, with the source from which they were derived, and the
purposes to which the revenues were applied, giving a
detailed accounting of the revenues and expenditures.
[Statutory Authority: RCW 84.36.865, 84.36.040, and 84.36.050. 09-19-
069, § 458-16-270, filed 9/14/09, effective 10/15/09; 01-24-037, § 458-16-
270, filed 11/28/01, effective 12/29/01. Statutory Authority: RCW 84.08.-
010, 84.08.070 and chapter 84.36 RCW. 94-07-008, § 458-16-270, filed
3/3/94, effective 4/3/94. Statutory Authority: RCW 84.36.865. 85-05-025
(Order PT 85-1), § 458-16-270, filed 2/15/85. Statutory Authority: RCW
84.36.389 and 84.36.865. 83-19-029 (Order PT 83-5), § 458-16-270, filed
9/14/83. Statutory Authority: RCW 84.36.865. 82-22-060 (Order PT 82-8),
§ 458-16-270, filed 11/2/82; 81-05-017 (Order PT 81-7), § 458-16-270, filed

2/11/81; Order PT 77-2, § 458-16-270, filed 5/23/77; Order PT 76-2, § 458-
16-270, filed 4/7/76. Formerly WAC 458-12-230.]

WAC 458-16-280 Art, scientific, and historical col-
lections. (1) Introduction. This section explains the property
tax exemption available under the provisions of RCW 84.36.-
060 to art, scientific, or historical collections.

(2) Definitions. For purposes of this section, the follow-
ing definitions apply:

(a) "Governmental entity" means any political unit or
division of the federal, state, city, county, or municipal gov-
ernment.

(b) "Property" means all real and personal property
exclusively used to secure, maintain, and exhibit art, scien-
tific, or historical collections.

(3) Exemption for existing property. All art, scientific,
or historical collections owned by associations maintaining
and exhibiting the collections to the general public and not
for profit, together with all real and personal property owned
by these associations and used exclusively to secure, main-
tain, and exhibit the collections, shall be exempt from taxa-
tion under the following conditions:

(a) An organization, association, or corporation must be
organized and operated exclusively for artistic, scientific, or
historical purposes.

(b) The organization, association, or corporation orga-
nized and operated for artistic, scientific, or historical pur-
poses must receive a substantial part of its income from a
governmental entity or through direct or indirect contribu-
tions of money, real or personal property, or services from the
general public. Admission or entrance fees derived from
exercising or performing its purpose or function shall not be
included within the figures used to calculate "a substantial
part" of the organization's, association's, or corporation's
income.

(i) For example, an art museum may receive support
from a city government and from donations made by the gen-
eral public in addition to general admission fees paid by visi-
tors. When determining whether the art museum receives a
substantial part of its income from a governmental entity or
through contributions from the general public, the admission
fees may not be considered as contributions from the general
public.
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(il) Any organization, association, or corporation that
relies on services donated by the general public for a substan-
tial part for its support must maintain records identifying the
individuals who donate their services and the number of
hours they donate. The value of donated time will be calcu-
lated by using the federal minimum wage standard.

(4) Exemption for property under construction or
soon to be used for an exempt purpose. Property that is
being constructed, remodeled, or otherwise prepared to main-
tain and exhibit art, scientific, or historical collections, may
qualify for exemption under certain circumstances. A non-
profit organization, association, or corporation seeking an
exemption for property not currently being used for an
exempt purpose may qualify if the property will be used for
an exempt purpose within a reasonable period of time and
proof is submitted that a reasonably specific and active pro-
gram is being carried out to enable the property to be used to
maintain and exhibit an art, scientific, or historical collection.

(a) Acceptable proof of a specific and active building or
remodeling program shall include, but is not limited to, the
following items:

(1) Affirmative action by the board of directors, trustees,
or governing body of the nonprofit organization, association,
or corporation endorsing and underwriting the construction
or remodeling;

(i1) Itemized reasons for the proposed construction or
remodeling;

(iii) Clearly established plans for financing the construc-
tion or remodeling; and

(iv) Building permits necessary to begin or continue the
construction or remodeling.

(b) Property under construction shall not qualify for
exemption during this interim period if the property is used
by, loaned to, or rented to a for-profit organization or busi-
ness enterprise.

(5) Use of exempt property by entities not entitled to
a property tax exemption. As a general rule, exempt prop-
erty may not be used by an entity not entitled to receive a
property tax exemption under this chapter. The use of exempt
property by an ineligible entity will nullify the exemption for
the assessment year. However, the property exemption will
not be nullified if:

(a) The property is used by entities not entitled to a prop-
erty tax exemption under this chapter for periods of not more
than fifty days in a calendar year;

(b) The property is not used for pecuniary gain or to pro-
mote business for more than fifteen of the fifty days in a cal-
endar year; and

(c) The property is used for:

(i) Artistic, scientific, or historic purposes;

(i1) The production and performance of musical, dance,
artistic, dramatic, or literary works; or

(iil) Community gatherings or assembly, or meetings.

(d) The fifty and fifteen day limitations set forth in (a)
and (b) of this subsection do not include the days the exempt
property is used for setup and takedown activities preceding
or following a meeting or other event by an entity using the
property as described in this subsection.

(6) Additional requirements. Any organization, asso-
ciation, or corporation applying for a property tax exemption
under this section must also comply with the provisions of
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WAC 458-16-165. WAC 458-16-165 sets forth additional
conditions and requirements that must be complied with to
obtain a property tax exemption pursuant to RCW 84.36.060.
[Statutory Authority: RCW 84.08.070, 84.34.141, 84.36.865, 84.52.0502.
09-19-010, § 458-16-280, filed 9/3/09, effective 10/4/09. Statutory Author-
ity: RCW 84.36.865 and 84.36.060. 99-18-008, § 458-16-280, filed 8/19/99,
effective 9/19/99. Statutory Authority: RCW 84.08.010, 84.08.070 and
chapter 84.36 RCW. 94-07-008, § 458-16-280, filed 3/3/94, effective 4/3/94.
Statutory Authority: RCW 84.36.865. 86-12-034 (Order PT 86-2), § 458-
16-280, filed 5/30/86; 85-05-025 (Order PT 85-1), § 458-16-280, filed
2/15/85; 81-21-009 (Order PT 81-13), § 458-16-280, filed 10/8/81; Order PT
77-2, § 458-16-280, filed 5/23/77; Order PT 76-2, § 458-16-280, filed
4/7/76. Formerly WAC 458-12-235.]

WAC 458-16-282 Musical, dance, artistic, dramatic
and literary associations. (1) Introduction. This section
explains the property tax exemption available under the pro-
visions of RCW 84.36.060 to organizations, associations, or
corporations engaged in the production and performance of
musical, dance, artistic, dramatic, or literary works.

(2) Definitions. For purposes of this section, the follow-
ing definitions apply:

(a) "Governmental entity" means any political unit or
division of the federal, state, county, city, or municipal gov-
ernment.

(b) "Property" means all real and personal property
exclusively used to produce or perform musical, dance, artis-
tic, dramatic, or literary works.

(3) Exemption. All real and personal property owned by
or leased to a nonprofit organization, association, or corpora-
tion engaged in the production and performance of musical,
dance, artistic, dramatic, or literary works for the benefit of
the general public and not for profit shall be exempt from tax-
ation under the following conditions:

(a) The property must be used exclusively to produce or
perform musical, dance, artistic, dramatic, or literary works.

(b) An organization, association, or corporation must be
organized and operated exclusively for musical, dance, artis-
tic, dramatic, literary, or educational purposes.

(c) The organization, association, or corporation orga-
nized and operated for musical, dance, artistic, dramatic, lit-
erary, or educational purposes must receive a substantial por-
tion of its income from a governmental entity or from direct
or indirect contributions of money, real or personal property,
or services from the general public. Admission or entrance
fees derived from producing or performing musical, dance,
artistic, dramatic, literary, or educational works shall not be
included within the figures used to calculate "a substantial
part" of the organization's, association's or corporation's
income.

(i) For example, a theater may receive support from a
city government and from donations made by the general
public in addition to ticket sales for admission to its perfor-
mances. When determining whether the theater receives a
substantial part of its income from a governmental entity or
through contributions from the general public, the ticket sales
may not be considered as contributions from the general pub-
lic.

(i1) Any organization that relies on services donated by
the general public for a substantial portion of its support must
maintain records identifying the individuals who donate their
services and the number of hours they donate. The value of
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donated time will be calculated by using the federal mini-
mum wage standard.

(4) Exemption for property under construction or
soon to be used for an exempt purpose. Property that is
being constructed, remodeled, or otherwise prepared to be
used by associations engaged in the production and perfor-
mance of musical, dance, artistic, dramatic, literary, or educa-
tional works, may qualify for exemption under certain cir-
cumstances. A nonprofit organization, association, or corpo-
ration seeking an exemption for property not currently being
used for an exempt purpose, may qualify if the property will
be used for an exempt purpose within a reasonable period of
time and proof is submitted that a reasonably specific and
active program is being carried out to enable the property to
be used by associations engaged in the production and perfor-
mance of musical, dance, artistic, dramatic, literary, or educa-
tional works.

(a) Acceptable proof of a specific and active building or
remodeling program shall include, but is not limited to, the
following items:

(1) Affirmative action by the board of directors, trustees,
or governing body of the nonprofit organization, association,
or corporation endorsing and underwriting the construction
or remodeling;

(i1) Itemized reasons for the proposed construction or
remodeling;

(iii) Clearly established plans for financing the construc-
tion or remodeling; and

(iv) Building permits necessary to begin or continue the
construction or remodeling.

(b) Property under construction shall not qualify for
exemption during this interim period if the property is used
by, loaned to, or rented to a for-profit organization or busi-
ness enterprise.

(5) Use of exempt property by entities not entitled to
a property tax exemption. As a general rule, exempt prop-
erty may not be used by an entity not entitled to receive a
property tax exemption under this chapter. The use of exempt
property by an ineligible entity will nullify the exemption for
the assessment year. However, the property exemption will
not be nullified if:

(a) The property is used by entities not entitled to a prop-
erty tax exemption under this chapter for periods of not more
than fifty days in a calendar year;

(b) The property is not used for pecuniary gain or to pro-
mote business for more than fifteen of the fifty days in a cal-
endar year; and

(c) The property is used for:

(1) Artistic, scientific, or historic purposes;

(i1) The production and performance of musical, dance,
artistic, dramatic, or literary works; or

(iii)) Community gatherings or assembly, or meetings.

(d) The fifty and fifteen day limitations set forth in (a)
and (b) of this subsection do not include the days the exempt
property is used for setup and takedown activities preceding
or following a meeting or other event by an entity using the
property as described in this subsection.

(6) Additional requirements. Any organization, associ-
ation, or corporation applying for a property tax exemption
under this section must also comply with the provisions of
WAC 458-16-165. WAC 458-16-165 sets forth additional
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conditions and requirements that must be complied with to
obtain a property tax exemption pursuant to RCW 84.36.060.
[Statutory Authority: RCW 84.08.070, 84.34.141, 84.36.865, 84.52.0502.
09-19-010, § 458-16-282, filed 9/3/09, effective 10/4/09. Statutory Author-
ity: RCW 84.36.865 and 84.36.060. 99-18-008, § 458-16-282, filed 8/19/99,
effective 9/19/99. Statutory Authority: RCW 84.08.010, 84.08.070 and
chapter 84.36 RCW. 94-07-008, § 458-16-282, filed 3/3/94, effective 4/3/94.
Statutory Authority: RCW 84.36.865. 86-12-034 (Order PT 86-2), § 458-
16-282, filed 5/30/86; 85-05-025 (Order PT 85-1), § 458-16-282, filed
2/15/85; 81-21-010 (Order PT 81-14), § 458-16-282, filed 10/8/81.]

WAC 458-16-560 Housing for very low-income
households. (1) Introduction. This rule explains the exemp-
tion that may be claimed by nonprofit entities providing
rental housing or lots for mobile homes within a mobile home
park for occupancy by a very low-income household in
accordance with RCW 84.36.560.

(2) Definitions. For the purposes of this rule, the follow-
ing definitions apply:

(a) "CTED" means the state department of community,
trade, and economic development or its successor agency;

(b) "Department" means the state department of revenue;

(¢) "Group home" means a single-family dwelling
financed, in whole or in part, by the state department of com-
munity, trade, and economic development or by an affordable
housing levy under RCW 84.52.105. A "group home" has
multiple units occupied on a twenty-four-hour basis by per-
sons who are not related by birth or marriage and who are not
dependent upon each other financially. Residents of a "group
home" typically receive financial assistance from the federal
or state government, such as Social Security benefits or sup-
plementary security insurance;

(d) "Mobile home lot" or "mobile home park" means the
same as these terms are defined in RCW 59.20.030;

(e) "Occupied dwelling unit" means a living unit that is
occupied by an individual or household as of December 3 1st
of the first assessment year the rental housing or mobile home
park becomes operational or is occupied by an individual or
household on January 1st of each subsequent assessment year
in which the claim for exemption is submitted;

(f) "Rental housing" means a residential housing facility
or group home that is occupied, but not owned, by very low-
income households;

(g) "Very low-income household" means a single per-
son, family, or unrelated persons living together whose
income is at or below fifty percent of the median income
adjusted for family size as most recently determined by the
federal department of housing and urban development for the
county in which the rental housing or mobile home park is
located. The median income level is that which is in effect as
of January Ist of the year the application for exemption is
submitted; and

(h) "Nonprofit entity" means a:

(1) Nonprofit as defined in RCW 84.36.800 that is
exempt from income tax under section 501(c) of the federal
Internal Revenue Code, as amended;

(i1) Limited partnership in which a general partner is a
nonprofit as defined in RCW 84.36.800 that is exempt from
income tax under section 501(c) of the federal Internal Reve-
nue Code, as amended, a public corporation established
under RCW 35.21.660, 35.21.670, or 35.21.730, a housing
authority created under RCW 35.82.030 or 35.82.300, or a
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housing authority meeting the definition in RCW 35.82.210
(2)(a); or

(iii) Limited liability company in which a managing
member is a nonprofit as defined in RCW 84.36.800 that is
exempt from income tax under section 501(c) of the federal
Internal Revenue Code, as amended, a public corporation
established under RCW 35.21.660, 35.21.670, or 35.21.730,
a housing authority established under RCW 35.82.030 or
35.82.300, or a housing authority meeting the definition in
RCW 35.82.210 (2)(a).

(3) Total exemption - Requirements for rental hous-
ing or lot(s) for a mobile home. Real and personal property
is exempt from all property taxes if:

(a) The property is owned or used by a nonprofit entity in
providing rental housing for very low-income households or
used to provide a lot of land upon which a mobile home for a
very low-income household will be placed in a mobile home
park;

(b) The benefit of the exemption is received by the non-
profit entity. That is, if the property is leased to or used by,
but not owned by, a nonprofit entity, the reduction in property
taxes due to the exemption is passed on to the nonprofit user
either through a reduction in rent, reimbursement of rent, or
property tax paid;

(c) At least seventy-five percent of the occupied dwell-
ing units in the rental housing or lots in the mobile home park
are occupied by very low-income households; and

(d) The rental housing or lots in the mobile home park
are insured, financed, or assisted, in whole or in part, through
one or more of the following sources:

(i) A federal or state housing program administered by
CTED;

(i1) A federal housing program administered by a city or
county government;

(iii) An affordable housing levy authorized under RCW
84.52.105; or

(iv) The surcharges authorized by RCW 36.22.178 and
36.22.179 and any of the surcharges authorized in chapter
43.185C RCW.

(4) Partial exemption - Determination of the amount
of exemption. If less than seventy-five percent of the occu-
pied dwelling units within the rental housing or lots in the
mobile home park are occupied by very low-income house-
holds, the rental housing or mobile home park is eligible for
a partial exemption on the real property and a total exemption
on the housing's or park's personal property. The property
must be owned or used by a nonprofit entity in providing
rental housing for very low-income households or used to
provide a lot upon which a mobile home for a very low-
income household will be placed in a mobile home park.

(a) A partial exemption will be allowed for each dwell-
ing unit in the rental housing or for each lot in the mobile
home park occupied by a very low-income household; and

(b) The amount of the real property exemption will be
calculated by multiplying the assessed value of the property
reasonably necessary to provide the rental housing or to oper-
ate the mobile home park by a fraction. The formula for
determining the fraction is as follows:

(i) The numerator of the fraction is the number of dwell-
ing units or lots occupied by very low-income households as
of December 31st of the first assessment year in which the
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rental housing facility or mobile home park becomes opera-
tional or on January 1st of each subsequent assessment year
in which the claim for exemption is submitted; and

(i) The denominator of the fraction is the total number
of dwelling units or lots occupied as of December 3 1st of the
first assessment year in which the rental housing facility or
mobile home park becomes operational or on January 1st of
each subsequent assessment year in which the claim for
exemption is submitted.

(5) Exempt facility with only three or less units or
mobile home park with only three or less lots with
vacancy on January 1st - Size of exemption. If the rental
housing or mobile home park is comprised of only three or
less dwelling units or lots and there are any unoccupied
dwelling units or lots on January 1st after receipt of a prop-
erty tax exemption, the department will determine the size of
the exemption based on the number of occupied dwelling
units or lots on May 1st of the assessment year in which a
claim for exemption is submitted. For example, if one-half of
an exempt duplex is vacant on January 1st, which is the
duplex's third year of operation, the department will deter-
mine the size of the exemption based on the number of occu-
pied units on May st of that assessment year.

(6) Facilities with ten or less units or mobile home
parks with ten or less lots - Allowance for income growth.
Because the occupants of rental housing and mobile home
parks granted an exemption under RCW 84.36.560 are gener-
ally attempting to improve their financial situation, the
income of the household is likely to fluctuate during the time
they occupy the housing unit or lot in the mobile home park.

(a) In an attempt to assist these households in improving
their circumstances, the exemption will continue for specific
rental units or mobile home lots when the household's income
rises above fifty percent of median income under the follow-
ing conditions:

(i) The currently exempt rental housing unit in a facility
with ten units or fewer or mobile home lot in a mobile home
park with ten lots or fewer was occupied by a very low-
income household at the time the exemption was granted;

(i1) The household's income rises above fifty percent of
the median income but remains at or below eighty percent of
median income adjusted for family size as most recently
determined by the federal Department of Housing and Urban
Development for the county in which the rental housing or
mobile home park is located; and

(iii) The rental housing or mobile home park continues to
meet the certification requirements of a very low-income
housing program listed in subsection (3)(d) of this section;
and

(b) If a dwelling unit or mobile home lot receiving an
exemption under this exception becomes vacant and is subse-
quently rerented, the income of the household moving into
the unit or onto the mobile home lot must be at or below fifty
percent of the median income adjusted for family size as most
recently determined by the federal Department of Housing
and Urban Development for the county in which the rental
housing or mobile home park is located to remain exempt
from property tax.

(c) Example. If a unit is occupied by a household whose
income rises up to sixty percent of median income, the unit
will retain its exempt status as long as the household contin-
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ues to occupy the unit and the household's income remains
below eighty percent of median income. If the residents of
this unit move out on June 1st and the unit is subsequently
rented to a household whose income is at or below fifty per-
cent of median income, the unit will retain its exempt status.
Conversely, if the unit is rented to a household whose income
is above fifty percent of median income, the unit becomes
ineligible for exemption as of January 1st of the following
year.

(7) Group homes - Income of residents. The income of
the individual residents of a group home, as defined in sub-
section (2) of this rule, will not be combined so as to consti-
tute the income of a single household. Each resident will be
considered an independent household occupying a separate
dwelling unit. In other words, the income of the residents of a
group home will not be aggregated when the department
determines the size of the exemption the group home is enti-
tled to receive. For example, if there are six residents in a
group home, the department will process the application for
exemption as if there were six separate dwelling units and
determine the size of the exemption on that basis. If three of
the residents have income at or below fifty percent of median
income, the home will receive a fifty percent reduction in the
property taxes due on the home.

(8) Eligibility of property unoccupied at the time of
initial application or at any time after the exemption is
granted. Property that is unoccupied at the time of applica-
tion or on January 1 of any subsequent year is still eligible for
exemption if certain conditions are met. If the property is cur-
rently taxable, it may receive exempt status as of the assess-
ment year in which the claim for exemption is submitted. If
the property is currently exempt but the exempt use will cease
or will be reduced because of renovations or repairs, the
exempt status of the property may be continued for taxes pay-
able the next year. The following conditions must be satisfied
to receive an exemption under either of these circumstances:

(a) The rental housing or mobile home park will be used
for the exempt purpose stated in RCW 84.36.560 within two
assessment years;

(b) The nonprofit entity applying for or receiving the
exemption has obtained a commitment for financing, in
whole or in part, to acquire, construct, remodel, renovate, or
otherwise convert the property to provide housing for very
low-income households from one or more of the sources
listed in subsection (3)(d) of this section;

(c) The nonprofit entity has manifested its intent in writ-
ing to construct, remodel, renovate, or otherwise convert the
rental housing or mobile home park to housing for very low-
income households; and

(d) If less than the entire facility or mobile home park
will be used to provide rental housing or mobile home lots for
very low-income households, only that portion that will be so
used is entitled to an exemption under this subsection.

(9) Exclusive use required. To be exempt under RCW
84.36.560, the property must be exclusively used to provide
rental housing or mobile home lots for very low-income
households, except as provided in RCW 84.36.805.

(10) Payments in-lieu of property tax will be
accepted. Any nonprofit entity that qualifies for a property
tax exemption under RCW 84.36.560 may agree to make
payments to the city, county, or other political subdivision for

458-18A-010

the improvements, services, and facilities furnished by the
city, county, or political subdivision for the benefit of the
exempt rental housing facility or mobile home lots. However,
these payments may not exceed the amount of property tax
last levied as the annual tax by the city, county, or political
subdivision upon the property prior to the time the exemption
was effective.

[Statutory Authority: RCW 84.36.865 and 84.36.560. 09-04-036, § 458-16-

560, filed 1/29/09, effective 3/1/09; 02-15-020, § 458-16-560, filed 7/8/02,
effective 8/8/02.]

Chapter 458-18A WAC
LIMITED INCOME DEFERRAL PROGRAM

WAC

458-18A-010 Deferral of special assessments and/or property taxes—
Definitions.

458-18A-020 Deferral of special assessments and/or property taxes—
Qualifications for deferral.

458-18A-030 Deferral of special assessments and/or property taxes—
Declarations to defer—Filing—Forms.

458-18A-040 Deferral of special assessments and/or property taxes—
Lien of state—Mortgage—Purchase contract—
Deed of trust.

458-18A-050 Deferral of special assessments and/or property taxes—
Declarations to renew deferral—Filing—Forms.

458-18A-060 Deferral of special assessments and/or property taxes—
Limitations of deferral—Interest.

458-18A-070 Deferral of special assessments and/or property taxes—
Duties of the county assessor.

458-18A-080 Deferral of special assessments and/or property taxes—
Duties of the department of revenue—State trea-
surer.

458-18A-090 Deferral of special assessments and/or property taxes—
Appeals.

458-18A-100 Deferral of special assessments and/or property taxes—

When payable—Collection—Partial payment.

WAC 458-18A-010 Deferral of special assessments
and/or property taxes—Definitions. Introduction. This
section is intended to provide definitions of the terms most
frequently used to administer the deferral program for special
assessments and/or property taxes on residential housing cre-
ated by chapter 84.37 RCW. Unless a different meaning is
plainly required by the context, the words and phrases used in
this chapter have the following meanings:

(1) "Boarding house" means a residence in which lodg-
ing and meals are provided. Each resident of a boarding
house is charged a lump sum to cover the costs of lodging and
meals with no separate accounting for the fair selling price of
the meals.

(2) "Claimant" means a person who elects under chapter
84.37 RCW to defer payment of special assessments and/or
real property taxes accrued on his or her residence by filing a
declaration to defer as allowed under chapter 84.37 RCW. If
more than one individual in a household wishes to defer spe-
cial assessments and/or taxes, only one may file a declaration
to defer; in other words, only one claimant per household is
allowed.

(3) "Cooperative housing" means any existing structure,
including surrounding land and improvements, that contains
one or more dwelling units and is owned by:

(a) An association with resident shareholders who are
granted renewable leasehold interests in dwelling units in the
building. Unlike owners of a condominium, the resident
shareholders who hold a renewable leasehold interest do not
own their dwelling units; or
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(b) An association organized under the Cooperative
Association Act (chapter 23.86 RCW).

(4) "Department" means the state department of revenue.

(5) "Domestic partner" means a person registered under
chapter 26.60 RCW or a partner in a legal union of two per-
sons of the same sex, other than a marriage, that was validly
formed in another jurisdiction, and that is substantially equiv-
alent to a domestic partnership under chapter 26.60 RCW.

(6) "Domestic partnership" means a partnership regis-
tered under chapter 26.60 RCW or a legal union of two per-
sons of the same sex, other than a marriage, that was validly
formed in another jurisdiction, and that is substantially equiv-
alent to a domestic partnership under chapter 26.60 RCW.

(7) "Equity value" means the amount by which the true
and fair value of a residence exceeds the total amount of all
liens, obligations, and encumbrances against the property
excluding the deferral liens. As used in this context, the "true
and fair value" of a residence is the value shown on the
county tax rolls maintained by the assessor for the assessment
year in which the deferral claim is made.

(8) "Fire and casualty insurance" means a policy with an
insurer that is authorized by the state insurance commission
to insure property in this state.

(9) "Good cause" means factors peculiar to each claim-
ant. At a minimum, the applicant must be able to demon-
strate that factors outside of his or her control were the cause
for missing the statutory deadline. This includes factors
which would effectively prevent a reasonable person facing
similar circumstances from filing a timely application, such
as acting or failing to act based on authoritative written
advice received directly from persons upon which a reason-
able person would normally rely, severe weather conditions
preventing safe travel to the point of filing, incapacity due to
illness or injury, and other factors of similar gravity. Inad-
vertence or oversight is not a basis for a "good cause" exten-
sion of the filing deadline.

(10) "Trrevocable trust" means a trust that may not be
revoked after its creation by the trustor.

(11) "Lease for life" means a lease that terminates upon
the death of the lessee.

(12) "Lien" means any interest in property given to
secure payment of a debt or performance of an obligation,
including a deed of trust. A lien includes the total amount of
special assessments and/or property taxes deferred and the
interest thereon. It also may include any other outstanding
balance owed to local government for special assessments.

(13) "Life estate" means an estate that consists of total
rights to use, occupy, and control real property, but is limited
to the lifetime of a designated party; this party is often called
a "life tenant."

(14) "Local government" means any city, town, county,
water-sewer district, public utility district, port district, irri-
gation district, flood control district, or any other municipal
corporation, quasi municipal corporation, or other political
subdivision authorized to levy special assessments.

(15) "Perjury" means the willful assertion as to a matter
of fact, opinion, belief, or knowledge made by a claimant
upon the declaration to defer that the claimant knows to be
false.

(16) "Real property taxes" means ad valorem property
taxes levied on a residence in this state. The term includes
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foreclosure costs, interest, and penalties accrued as of the
date the declaration to defer is filed.

(17) "Residence" has the same meaning given in RCW
84.36.383; it means a single-family dwelling unit whether the
unit is separate or part of a multiunit dwelling and includes up
to one acre of the parcel of land on which the dwelling stands,
and it includes any additional property up to a total of five
acres that comprises the residential parcel if local land use
regulations require this larger parcel size.

(18) "Revocable trust" means an agreement that entitles
the trustor to have the full right to use the real property and to
revoke the trust and retake complete ownership of the prop-
erty at any time during his or her lifetime. The trustee of a
revocable trust holds only bare legal title to the real property.
Full equitable title to the property remains with the trustor;
the original property owner.

(19) "Rooming house" means a residence where persons
may rent rooms.

(20) "Special assessment" means the charge or obliga-
tion imposed by local government upon real property spe-
cially benefited by improvements.

[Statutory Authority: RCW 84.08.010, 84.08.070, and chapter 84.37 RCW.
09-14-038, § 458-18A-010, filed 6/24/09, effective 7/25/09.]

WAC 458-18A-020 Deferral of special assessments
and/or property taxes—Qualifications for deferral. A per-
son may defer payment of the second installment portion of
special assessments and/or real property taxes included on
the annual property tax statement and due on October 31 in
any year in which the following conditions are met:

(1) The special assessments and/or real property taxes
must be imposed upon a residence that was occupied by the
claimant as a principal place of residence as of January 1 of
the year in which the special assessments and/or real property
taxes are due. Confinement of the person to a hospital, nurs-
ing home, boarding home, or adult family home does not dis-
qualify the claim for deferral if:

(a) The residence is temporarily unoccupied;

(b) The residence is occupied by a spouse or a domestic
partner and/or a person financially dependent on the claimant
for support;

(c) The residence is rented for the purpose of paying
nursing home, hospital, boarding home, or adult family home
costs; or

(d) The residence is occupied by a caretaker who is not
paid for watching the house.

(2) The claimant must have a combined disposable
income, as defined in RCW 84.36.383, of fifty-seven thou-
sand dollars or less.

(3) The first installment portion of the special assess-
ments and/or property taxes listed on the annual tax statement
and due on April 30 for the year in which the deferral claim is
made must already be paid.

(4) A deferral is not allowed for special assessments
and/or property taxes levied for payment in the first five cal-
endar years in which the claimant owns the residence. To
defer special assessments and/or property taxes in 2008, the
claimant must have had an ownership interest in the resi-
dence by December 31, 2003.

(5) The claimant must have owned, at the time of filing,
the residence on which the special assessment and/or real
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property taxes have been imposed. For purposes of this sub-
section a residence owned by a marital community, a state
registered domestic partnership, or cotenants is deemed to be
owned by each spouse, each domestic partner, and each cote-
nant. A claimant who has only a share ownership in coopera-
tive housing, a life estate, a lease for life or a revocable trust
does not satisfy the ownership requirement.

(6) The total amount deferred must not exceed forty per-
cent of the amount of the claimant's equity value in the resi-
dence. If the amount deferred is to exceed one hundred per-
cent of the claimant's equity value in the land or lot only, the
claimant must have and keep in force fire and casualty insur-
ance in sufficient amount to protect the interest of the state of
Washington and designate the state as a loss payee upon said
policy. In no case should the deferred amount exceed the
amount of the insured value of the improvement plus the land
value.

(7) A claimant may not defer taxes under both this chap-
ter and chapter 84.38 RCW in the same tax year.

(8) In the case of special assessment deferral, the special
assessments must have been included on the annual property
tax statement.

[Statutory Authority: RCW 84.08.010, 84.08.070, and chapter 84.37 RCW.
09-14-038, § 458-18A-020, filed 6/24/09, effective 7/25/09.]

WAC 458-18A-030 Deferral of special assessments
and/or property taxes—Declarations to defer—Filing—
Forms. (1) Declarations to defer special assessments and/or
real property taxes for any year are due no later than the first
day of September of the year in which the tax or assessment
is due. For good cause shown, the department may waive this
requirement with respect to the filing deadline. All declara-
tions to defer must be made and signed by the claimant. Ifthe
claimant is unable to make his or her own declaration, it may
be made and signed by a duly authorized agent or by a guard-
ian or other person charged with care of the person or prop-
erty of such claimant.

(2) The declaration to defer must be made solely upon
forms prescribed by the department of revenue and supplied
by the county assessor. Such forms will contain the follow-
ing:

(a) Name and address of the claimant.

(b) A complete and accurate legal description that
encompasses the residence and the residential parcel of land
eligible for deferral and/or to be included in the lien.

(¢) An affirmation that the claimant meets the conditions
of WAC 458-18A-020 including, but not limited to, the
name, address, policy number, and amount of fire and casu-
alty insurance carried on the residence.

(d) A list of all members of the claimant's household.

(e) The claimant's equity in the residence including all
liens, obligations, and encumbrances against the property.

(f) The names, signatures, and percentage of interest of
other parties with an interest in the residence to which the
deferral applies.

(g) An affirmation that the claimant is aware of the lien
of the deferred special assessments and/or real property taxes
and when the lien becomes payable.

(h) A numbering system approved by the department.

(i) Any other pertinent information the department
deems relevant.

458-18A-060

[Statutory Authority: RCW 84.08.010, 84.08.070, and chapter 84.37 RCW.
09-14-038, § 458-18A-030, filed 6/24/09, eftective 7/25/09.]

WAC 458-18A-040 Deferral of special assessments
and/or property taxes—Lien of state—Mortgage—Pur-
chase contract—Deed of trust. (1) Whenever any special
assessments and/or real property taxes are deferred under the
provisions of this chapter, the amount deferred, including
interest, becomes a lien in favor of the state upon this prop-
erty and has priority as provided in chapters 35.50 and 84.60
RCW except as provided in subsection (2) of this section.

(2) The interest of the holder of a mortgage or purchase
contract requiring the accumulation of reserves out of which
the holder of the mortgage, deed of trust, or purchase contract
is required to pay real property taxes, has priority to the lien
established in subsection (1) of this section.

(3) A person's right to defer special assessments and/or
property taxes under chapter 84.37 RCW may not be reduced
by contract or agreement.

[Statutory Authority: RCW 84.08.010, 84.08.070, and chapter 84.37 RCW.
09-14-038, § 458-18A-040, filed 6/24/09, effective 7/25/09.]

WAC 458-18A-050 Deferral of special assessments
and/or property taxes—Declarations to renew deferral—
Filing—Forms. (1) Declarations to defer assessments and/or
real property taxes for all years following the first year must
be made by filing a "declaration to renew deferral" with the
county assessor no later than the first day of September of the
year in which the tax or assessment is due. For good cause
shown, the department may waive this requirement with
respect to the filing deadline. If the claimant is unable to
make his or her renewal declaration, it may be made and
signed by a duly authorized agent or by a guardian or other
person charged with care of the person or property of such
claimant.

(2) Such "declaration to renew deferral" will be made
solely upon forms prescribed by the department and supplied
by the county assessor. The "declaration to renew deferral”
form must include, but not be limited to, those requirements
contained in WAC 458-18A-030 (2)(a), (c), (d), (e), (), (g),
(h), and (i).

[Statutory Authority: RCW 84.08.010, 84.08.070, and chapter 84.37 RCW.
09-14-038, § 458-18A-050, filed 6/24/09, effective 7/25/09.]

WAC 458-18A-060 Deferral of special assessments
and/or property taxes—Limitations of deferral—Inter-
est. No deferral will be granted if the liens created by the
deferrals of special assessments and/or real property taxes
equal or exceed forty percent of the claimant's equity value in
said property. Equity value will be determined as of January
1 in the year the taxes are to be deferred.

The liens include:

(1) The total amount of special assessments and/or real
property taxes deferred; plus

(2) Interest on the amount deferred. The rate of interest is
an average of the federal short-term rate as defined in 26
U.S.C. Sec. 1274(d) plus two percentage points. The rate set
for each new year is computed by taking an arithmetical aver-
age to the nearest percentage point of the federal short-term
rate, compounded annually. That average is calculated using
the rates from four months: January, April, and July of the
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calendar year immediately preceding the new year, and Octo-
ber of the previous preceding year. The interest is calculated
from the time it could have been paid before delinquency
until such obligation is paid. In the case of a mobile home, the
department of licensing will show the state's lien on the cer-
tificate of ownership for the mobile home. In the case of all
other property, the department of revenue will file a notice of
the deferral with the county recorder or auditor.

[Statutory Authority: RCW 84.08.010, 84.08.070, and chapter 84.37 RCW.
09-14-038, § 458-18A-060, filed 6/24/09, effective 7/25/09.]

WAC 458-18A-070 Deferral of special assessments
and/or property taxes—Duties of the county assessor. The
county assessor will:

(1) In January of each year mail renewal declarations to
each claimant who had received a deferral the previous year;

(2) Determine each year if each claimant filing a "decla-
ration to defer" and/or a "declaration to renew deferral" will
be granted a deferral. If the assessor determines the claimant
is not eligible, the assessor must notify the claimant in writ-
ing as soon as possible, setting forth the reason for denial and
instructions for appealing the decision;

(3) Notify the county treasurer of which claimants and
properties have qualified for deferral and request a tax state-
ment for the second installment special assessments and/or
property taxes due in October;

(4) Immediately transmit one copy of each approved
declaration to the department;

(5) Notify the county treasurer and the department
immediately upon occurrence of any condition set forth in
WAC 458-18A-100(1).

[Statutory Authority: RCW 84.08.010, 84.08.070, and chapter 84.37 RCW.
09-14-038, § 458-18A-070, filed 6/24/09, effective 7/25/09.]

WAC 458-18A-080 Deferral of special assessments
and/or property taxes—Duties of the department of reve-
nue—State treasurer. The department will:

(1) Notify the county assessor as soon as possible of any
declaration to defer, where any factor appears to disqualify
the claimant.

(2) Certify to the state treasurer the amount due the
respective treasurers for any special assessments and/or real
property taxes deferred for that year.

(3) File a notice of the deferral with the county recorder
or auditor.

(4) Notify the department of licensing to show the state's
lien on the certificate of ownership of a mobile home.

(5) The department may audit any "declaration to defer"
and/or "declaration to renew deferral" it deems necessary.

(6) The state treasurer will pay, before delinquency, to
the county treasurers the amounts certified by the department
of revenue. The amount paid must be distributed to the dis-
tricts which levied the taxes.

[Statutory Authority: RCW 84.08.010, 84.08.070, and chapter 84.37 RCW.
09-14-038, § 458-18A-080, filed 6/24/09, effective 7/25/09.]

WAC 458-18A-090 Deferral of special assessments
and/or property taxes—Appeals. Any claimant whose
"declaration to defer" or "declaration to renew deferral" is
denied by the county assessor, may appeal to the county
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board of equalization under the provisions of RCW 84.40.-
038. The decision of the county board of equalization will be
final for that year and no further appeal will be allowed.

[Statutory Authority: RCW 84.08.010, 84.08.070, and chapter 84.37 RCW.
09-14-038, § 458-18A-090, filed 6/24/09, effective 7/25/09.]

WAC 458-18A-100 Deferral of special assessments
and/or property taxes—When payable—Collection—
Partial payment. (1) Any special assessments and/or real
property taxes deferred will become payable together with
interest:

(a) Upon the conveyance of property which has a
deferred special assessment and/or real property tax lien upon
it.

(b) Upon the death of the claimant except when the sur-
viving spouse or surviving domestic partner is qualified and
elects to incur the lien and continue the deferment by (i) filing
an original "declaration to defer" within ninety days of the
claimant's death and (ii) continuing to meet the qualifications
of WAC 458-18A-010 through 458-18 A-100.

When a surviving spouse or surviving domestic partner
elects to continue the deferment, the spouse or domestic part-
ner then becomes the claimant and is fully subject to the con-
ditions of WAC 458-18A-010 through 458-18A-100.

(c) Upon condemnation of property with a deferred spe-
cial assessment and/or real property tax lien upon it by a pub-
lic or private body exercising the power of eminent domain:
Provided, That if the assessed value of the property not con-
demned exceeds the amount of the liens, including interest,
the claimant may elect to have the liens set over to the prop-
erty retained: Provided further, That the amount of the lien
allowed to be set over must not exceed forty percent of the
claimant's equity in the retained property.

(d) At such time as the claimant ceases to reside perma-
nently in the residence upon which the deferral has been
granted. If the cessation occurs between filing the declaration
and the date the taxes are payable, the deferral will not be
allowed.

(e) Upon the failure of the claimant to have or keep in
force fire and casualty insurance in sufficient amount to pro-
tect the interest of the state of Washington or failure to keep
the state listed as a loss payee upon said policy. Subsection
(1)(b) of this section takes precedence over subsection (1)(d)
of this section.

(2) Once a deferral has been granted, the various condi-
tions contained within WAC 458-18A-010 through 458-18A-
100 may prohibit the claimant from qualifying for further
deferrals, but any obligations resulting from deferrals previ-
ously granted will become due and payable only upon occur-
rence of the conditions set forth in subsection (1) of this sec-
tion.

(3) Upon occurrence of any condition requiring the pay-
ment of any deferred special assessments and/or real property
taxes, the county treasurer must proceed to collect the same
in the manner provided for in chapter 84.56 RCW. For pur-
poses of collection of the deferred taxes and interest, provi-
sions of chapters 84.56, 84.60, and 84.64 RCW are applica-
ble. When these moneys are collected, they must be credited
to a special account in the county treasury and must then be
remitted to the state treasurer within thirty days from collec-
tion with remittance advice to the department of revenue. The
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state treasurer must deposit the moneys in the state general
fund.

(4) Any person may at any time pay a part or all of the
deferred assessments and/or taxes including the interest, but
such payment will not affect the deferred tax status of the
property. Any payment made will be credited to the oldest
deferred amount and will be applied to accrued interest and
then to deferred assessments and/or taxes.

[Statutory Authority: RCW 84.08.010, 84.08.070, and chapter 84.37 RCW.
09-14-038, § 458-18A-100, filed 6/24/09, effective 7/25/09.]

Chapter 458-19 WAC
PROPERTY TAX LEVIES, RATES, AND LIMITS

WAC

458-19-070 Procedure to adjust consolidated levy rate for taxing dis-
tricts when the statutory aggregate dollar rate limit
is exceeded.

458-19-075 Constitutional one percent limit calculation.

WAC 458-19-070 Procedure to adjust consolidated
levy rate for taxing districts when the statutory aggregate
dollar rate limit is exceeded. (1) Introduction. The aggre-
gate of all regular levy rates of junior taxing districts and
senior taxing districts, other than the state and other specifi-
cally identified districts, cannot exceed five dollars and
ninety cents per thousand dollars of assessed value in accor-
dance with RCW 84.52.043. When the county assessor finds
that this limit has been exceeded, the assessor recomputes the
levy rates and establishes a new consolidated levy rate in the
manner set forth in RCW 84.52.010. This section describes
the prorationing process used to establish a consolidated levy
rate when the assessor finds the statutory aggregate levy rate
exceeds five dollars and ninety cents. If prorationing is
required, the five dollar and ninety cents limit is reviewed
before the constitutional one percent limit.

(2) Levies not subject to statutory aggregate dollar
rate limit. The following levies are not subject to the statu-
tory aggregate dollar rate limit of five dollars and ninety cents
per thousand dollars of assessed value:

(a) Levies by the state;

(b) Levies by or for port or public utility districts;

(c) Excess property tax levies authorized in Article VII,
section 2 of the state Constitution;

(d) Levies by or for county ferry districts under RCW
36.54.130;

(e) Levies for acquiring conservation futures under
RCW 84.34.230;

(f) Levies for emergency medical care or emergency
medical services under RCW 84.52.069;

(g) Levies for financing affordable housing for very low-
income households under RCW 84.52.105;

(h) The portion of metropolitan park district levies pro-
tected under RCW 84.52.120;

(1) The portion of fire protection district levies protected
under RCW 84.52.125;

(j) Levies for criminal justice purposes under RCW
84.52.135; and

(k) Levies for transit-related purposes by a county with a
population of one million five hundred thousand or more
under section 5, chapter 551, Laws of 2009.

458-19-070

(3) Prorationing under consolidated levy rate limita-
tion. RCW 84.52.010 sets forth the prorationing order in
which the regular levies of taxing districts will be reduced or
eliminated by the assessor to comply with the statutory
aggregate dollar rate limit of five dollars and ninety cents per
thousand dollars of assessed value. The order contained in the
statute lists which taxing districts are the first to either reduce
or eliminate their levy rate. Taxing districts that are at the
same level within the prorationing order are grouped together
in tiers. Reductions or eliminations in levy rates are made on
a pro rata basis within each tier of taxing district levies until
the consolidated levy rate no longer exceeds the statutory
aggregate dollar rate limit of five dollars and ninety cents.

As opposed to the order contained in RCW 84.52.010,
which lists the taxing districts that are the first to have their
levy rates reduced or eliminated, this section is written in
reverse order; that is, it lists the taxing districts that must be
first either fully or partially funded. If the statutory aggregate
dollar rate is exceeded, then the levy rates for taxing districts
within a particular tier must be reduced or eliminated on a pro
rata basis. The proration factor, which is multiplied by each
levy rate within the tier, is obtained by dividing the dollar rate
remaining available to the taxing districts in that tier as a
group by the sum of the levy rates originally certified by or
for all of the taxing districts within the tier.

(a) Step one: Total the aggregate levy rates requested by
all affected taxing districts in the tax code area. If this total is
less than five dollars and ninety cents per thousand dollars of
assessed value, no prorationing is necessary. If this total levy
rate is more than five dollars and ninety cents, the assessor
must proceed through the following steps until the aggregate
dollar rate is brought within that limit.

(b) Step two: Subtract from $5.90 the levy rates of the
county and the county road district if the tax code area
includes an unincorporated portion of the county, or the levy
rates of the county and the city or town if the tax code area
includes an incorporated area, as applicable.

(c) Step three: Subtract from the remaining levy capac-
ity the levy rates, if any, for fire protection districts under
RCW 52.16.130, regional fire protection service authorities
under RCW 52.26.140 (1)(a), library districts under RCW
27.12.050 and 27.12.150, the first fifty cents per thousand
dollars of assessed value for metropolitan park districts cre-
ated before January 1, 2002, under RCW 35.61.210, and the
first fifty cents per thousand dollars of assessed value for
public hospital districts under RCW 70.44.060(6).

(1) If the balance is zero, there is no remaining levy
capacity for any other junior taxing district at a lower tier and
their levies, if any, must be eliminated.

(i) If the balance is less than zero, then the levies within
this tier must be reduced on a pro rata basis until the balance
is zero. After prorationing, there is no remaining levy capac-
ity for any other junior taxing districts at a lower tier and their
levies, if any, must be eliminated.

(iii) If the remaining balance is greater than zero, this
amount is available to the remaining junior taxing districts at
a lower tier and the assessor should proceed on to step four.

(d) Step four: Subtract from the remaining levy capacity
the levy rates, if any, for fire protection districts under RCW
52.16.140 and 52.16.160, and regional fire protection service
authorities under RCW 52.26.140 (1)(b) and (c). However,
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under RCW 84.52.125 fire protection districts may protect up
to twenty-five cents per thousand dollars of assessed value of
the total levies made under RCW 52.16.140 and 52.16.160
from prorationing.

(1) If the balance is zero, there is no remaining levy
capacity for any other junior taxing districts at a lower tier
and their levies, if any, must be eliminated.

(ii) If the balance is less than zero, then the levies within
this tier must be reduced on a pro rata basis until the balance
is zero. It is at this point that the provisions of RCW 84.52.-
125 come into play; that is, a fire protection district may pro-
tect up to twenty-five cents per thousand dollars of assessed
value of the total levies made under RCW 52.16.140 and
52.16.160 from prorationing under RCW 84.52.043(2), if the
total levies would otherwise be prorated under RCW 84.52.-
010 (2)(e) with respect to the five-dollar and ninety cent per
thousand dollars of assessed value limit. After prorationing,
there is no remaining levy capacity for any other junior taxing
district at a lower tier and their levies, if any, must be elimi-
nated.

(iii) If the remaining balance is greater than zero, this
amount is available to the remaining junior taxing districts at
a lower tier and the assessor should proceed on to step five.

(e) Step five: Subtract from the remaining levy capacity
the levy rate, if any, for the first fifty cents per thousand dol-
lars of assessed value of metropolitan park districts created
on or after January 1, 2002, under RCW 35.61.210.

(1) If the balance is zero, there is no remaining levy
capacity for any other junior taxing districts at a lower tier
and their levies, if any, must be eliminated.

(ii) If the balance is less than zero, then the levies within
this tier must be reduced on a pro rata basis until the balance
is zero. After prorationing, there is no remaining levy capac-
ity for any other junior taxing district at a lower tier and their
levies, if any, must be eliminated.

(iii) If the remaining balance is greater than zero, this
amount is available to the remaining junior taxing districts at
a lower tier and the assessor should proceed on to step six.

(f) Step six: Subtract from the remaining levy capacity
the twenty-five cent per thousand dollars of assessed value

(4) Example.
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levy rate for metropolitan park districts if it is not protected
under RCW 84.52.120, the twenty-five cent per thousand
dollars of assessed value levy rate for public hospital districts
under RCW 70.44.060(6), and the levy rates, if any, for cem-
etery districts under RCW 68.52.310 and all other junior tax-
ing districts if those levies are not listed in steps three through
five or seven or eight of this subsection.

(1) If the balance is zero, there is no remaining levy
capacity for any other junior taxing districts at a lower tier
and their levies, if any, must be eliminated.

(i1) If the balance is less than zero, then the levies within
this tier must be reduced on a pro rata basis until the balance
is zero. After prorationing, there is no remaining levy capac-
ity for any other junior taxing district at a lower tier and their
levies, if any, must be eliminated.

(iii) If the remaining balance is greater than zero, this
amount is available to the remaining junior taxing districts at
a lower tier and the assessor should proceed on to step seven.

(g) Step seven: Subtract from the remaining levy capac-
ity the levy rate, if any, for flood control zone districts under
RCW 86.15.160.

(i) If the balance is zero, there is no remaining levy
capacity for any other junior taxing districts at a lower tier
and their levies, if any, must be eliminated.

(i1) If the balance is less than zero, then the levies within
this tier must be reduced on a pro rata basis until the balance
is zero. After prorationing, there is no remaining levy capac-
ity for any other junior taxing district at a lower tier and their
levies, if any, must be eliminated.

(iii) If the remaining balance is greater than zero, this
amount is available to the remaining junior taxing districts at
a lower tier and the assessor should proceed on to step eight.

(h) Step eight: Subtract from the remaining levy capac-
ity the levy rates, if any, for city transportation authorities
under RCW 35.95A.100, park and recreation service areas
under RCW 36.68.525, park and recreation districts under
RCW 36.69.145, and cultural arts, stadium, and convention
districts under RCW 67.38.130 on a pro rata basis until the
remaining levy capacity equals zero.

REMAINING LEVY
DISTRICT ORIGINAL LEVY RATE PRORATION FACTOR FINAL LEVY RATE CAPACITY
County Road 1.8000 NONE 1.8000
2.2500 NONE 2.2500 1.850
Library .5000 NONE .5000
Fire .5000 gggg .5000
Hospital .5000 .5000 .350
Fire 2000 NONE 2000 150
Cemetery 1125 4138 .0466
Hospital 2500 4138 1034
Totals 6.1125 5.90

1. Beginning with the limit of $5.90, subtract the original
certified levy rates for the county and county road taxing dis-
tricts leaving $1.85 available for the remaining districts.

2. Subtract the total of the levy rates for each district
within the next tier: The library's $.50, the fire district's $.50
and the hospital's $.50 = $1.50, which leaves $.35 available
for the remaining districts.
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3. Subtract the fire district's additional $.20 levy rate,
which leaves $.15 available for the remaining districts.

4. The remaining $.15 must be shared by the cemetery
and the hospital districts within the next tier of levies. The
cemetery district originally sought to levy $.1125 and the
hospital district sought to levy $.25. The proration factor is
arrived at by dividing the amount available ($.15) by the orig-
inal levy rates ($.3625) requested within that tier resulting in
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a proration factor of .4138. And finally, the original levy rates
in this tier of $.1125 and $.25 for the cemetery and hospital
respectively are multiplied by the proration factor.

[Statutory Authority: RCW 84.08.070, 84.34.141, 84.36.865, 84.52.0502.
09-19-010, § 458-19-070, filed 9/3/09, effective 10/4/09. Statutory Author-
ity: RCW 84.52.010, 84.52.043, and 84.52.0502. 06-02-008, § 458-19-070,
filed 12/22/05, effective 1/22/06. 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). 02-24-015, § 458-19-070, filed 11/25/02,
effective 12/26/02. Statutory Authority: RCW 84.55.060 and 84.08.070. 94-
07-066, § 458-19-070, filed 3/14/94, effective 4/14/94.]

WAC 458-19-075 Constitutional one percent limit
calculation. (1) Introduction. The total amount of all regu-
lar property tax levies that can be applied against taxable
property is limited to one percent of the true and fair value of
the property in money. The one percent limit is stated in Arti-
cle VII, section 2 of the state Constitution and the enabling
statute, RCW 84.52.050. The constitutional one percent limit
is based upon the amount of taxes actually levied on the true
and fair value of the property, not the dollar rate used in com-
puting property taxes. This section explains how to determine
if the constitutional one percent limit is being exceeded and
the sequence in which levy rates will be reduced or elimi-
nated in accordance with RCW 84.52.010 if the constitu-
tional one percent limit is exceeded. The constitutional one
percent calculation is made after the assessor ensures that the
statutory aggregate dollar rate limit is not exceeded.

(2) Preliminary calculations. After prorationing under
RCW 84.52.043 (the five dollar and ninety cent per thousand
dollars of assessed value limit) has occurred, make the fol-
lowing calculations to determine if the constitutional one per-
cent limit is being exceeded:

(a) First, add all the regular levy rates, except the rates
for port and public utility districts, in the tax code area, to
arrive at a combined levy rate for that tax code area. "Regular
levy rates" in this context means the levy rates that remain
after prorationing under RCW 84.52.043 has occurred. The
levy rates for port and public utility districts are not included
in this computation because they are not subject to the consti-
tutional one percent limit. The following regular levy rates
are used to calculate the combined levy rate of any particular
tax code area:

(1) The local rate for the state levy;

(i1) Levies by or for county ferry districts under RCW
36.54.130;

(iii) Levies for acquiring conservation futures under
RCW 84.34.230;

(iv) Levies for emergency medical care or emergency
medical services under RCW 84.52.069;

(v) Levies for financing affordable housing for very low-
income households under RCW 84.52.105;

(vi) The portion of metropolitan park district levies pro-
tected under RCW 84.52.120;

(vii) The portion of fire protection district levies pro-
tected under RCW 84.52.125;

(viii) Levies for criminal justice purposes under RCW
84.52.135; and

(ix) The levy rate for transit-related purposes by a county
with a population of one million five hundred thousand or
more under section 5, chapter 551, Laws of 2009.

458-19-075

(b) Second, divide ten dollars by the higher of the real or
personal property ratio of the county for the assessment year
in which the levy is made to determine the maximum effec-
tive levy rate. If the combined levy rate exceeds the maxi-
mum effective levy rate, then the individual levy rates must
be reduced or eliminated until the combined levy rate is equal
to the maximum effective levy rate.

(3) Prorationing - constitutional one percent limit.
RCW 84.52.010 sets forth the prorationing order in which
levy rates are to be reduced or eliminated when the constitu-
tional one percent limit is exceeded. The order contained in
this statute begins with the taxing districts that are the first to
have their levy rates either reduced or eliminated. Taxing dis-
tricts that are at the same level within the prorationing order
are grouped together in tiers. Levy rates are reduced or elim-
inated on a pro rata basis within each tier of taxing district
levies until the combined levy rate no longer exceeds one per-
cent of the true and fair value of property.

If the constitutional one percent limit is exceeded, the
following levies are to be reduced or eliminated in the follow-
ing order until the combined levy rate no longer exceeds the
maximum effective levy rate:

(a) The levy rate for transit-related purposes by a county
with a population of one million five hundred thousand or
more under section 5, chapter 551, Laws of 2009;

(b) The levy rate for fire protection districts protected
under RCW 84.52.125;

(c) The levy rate for criminal justice purposes imposed
under RCW 84.52.135;

(d) The levy rate for county ferry districts under RCW
36.54.130;

(e) The levy rate for metropolitan park districts protected
under RCW 84.52.120;

(f) The levy rates for levies used for acquiring conserva-
tion futures under RCW 84.34.230, financing affordable
housing for very low-income households under RCW
84.52.105, and any portion of a levy rate for emergency med-
ical care or emergency medical services under RCW 84.52.-
069 in excess of thirty cents per thousand dollars of assessed
value are reduced on a pro rata basis or eliminated;

(g) The levy rate for the first thirty cents per thousand
dollars for emergency medical care or emergency medical
services under RCW 84.52.069;

(h) The levy rates for city transportation authorities
under RCW 35.95A.100, park and recreation service areas
under RCW 36.68.525, park and recreation districts under
RCW 36.69.145, and cultural arts, stadium, and convention
districts under RCW 67.38.130 are reduced on a pro rata
basis or eliminated;

(1) The levy rate for flood control zone districts under
RCW 86.15.160;

(j) The levy rates for all other junior taxing districts,
except fire protection districts under RCW 52.16.140 and
52.16.160, regional fire protection service authorities under
RCW 52.26.140, library districts under RCW 27.12.050 and
27.12.150, and the first fifty cents per thousand dollars of
assessed value for metropolitan park districts under RCW
84.52.120 and for public hospital districts under RCW
70.44.060(6) are reduced on a pro rata basis or eliminated;
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(k) The levy rate of the first fifty cents per thousand dol-
lars of assessed value for metropolitan park districts created
on or after January 1, 2002 under RCW 35.61.210;

(1) The levy rates for fire protection districts under RCW
52.16.140 and 52.16.160, and regional fire protection service
authorities under RCW 52.26.140 (1)(b) and (c) are reduced
on a pro rata basis or eliminated,

(m) The levy rates for fire protection service authorities
under RCW 52.16.130, regional fire protection districts
under RCW 52.26.140 (1)(a), library districts under RCW
27.12.050 and 27.12.150, the first fifty cents per thousand
dollars of assessed value for metropolitan park districts cre-
ated before January 1, 2002, under RCW 35.61.210, and for
public hospital districts under RCW 70.44.060(6) are reduced
on a pro rata basis or eliminated,

(n) The levy rates for the county, county road district,
and for city or town purposes are reduced on a pro rata basis
or eliminated; and

(o) The levy rate for the state for the support of common
schools.

[Statutory Authority: RCW 84.08.070, 84.34.141, 84.36.865, 84.52.0502.
09-19-010, § 458-19-075, filed 9/3/09, effective 10/4/09. Statutory Author-
ity: RCW 84.52.010, 84.52.043, and 84.52.0502. 06-02-008, § 458-19-075,
filed 12/22/05, effective 1/22/06. 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). 02-24-015, § 458-19-075, filed 11/25/02,

effective 12/26/02. Statutory Authority: RCW 84.55.060 and 84.08.070. 94-
07-066, § 458-19-075, filed 3/14/94, effective 4/14/94.]

Chapter 458-20 WAC

EXCISE TAX RULES

WAC

458-20-12401 Special stadium sales and use tax.

458-20-126 Sales of motor vehicle fuel, special fuels, and nonpollut-
ant fuel.

458-20-239 Sales to nonresidents of farm machinery or implements,
and related services.

458-20-247 Trade-ins, selling price, sellers' tax measures.

458-20-270 Telephone program excise tax rates.

458-20-272 Tire fee—Core deposits or credits.

WAC 458-20-12401 Special stadium sales and use
tax. (1) Introduction. RCW 82.14.360 provides for a spe-
cial stadium sales and use tax that applies to sales of food and
beverages by restaurants, taverns, and bars in counties with a
population of one million or more. Currently, the special sta-
dium tax applies only in King County. The tax applies only to
those food and beverage sales that are already subject to the
retail sales tax. Grocery stores, mini-markets, and conve-
nience stores were specifically excluded from the definition
of a restaurant and are not required to collect the tax. How-
ever, a restaurant located within a grocery store, mini-market,
or convenience store is subject to this tax if the restaurant is
owned or operated by a different legal entity from the store or
market. This section explains when the tax will apply.

(2) Definitions. The following definitions apply to this
section.

(a) "Restaurant" means any establishment having special
space and accommodation where food and beverages are reg-
ularly sold to the public for immediate, but not necessarily
on-site, consumption, but excluding grocery stores, mini-
markets, and convenience stores. Restaurant includes, but is
not limited to, lunch counters, diners, coffee shops, espresso
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shops or bars, concession stands or counters, delicatessens,
and cafeterias. It also includes space and accommodations
where food and beverages are sold to the public for immedi-
ate consumption that are located within hotels, motels,
lodges, boarding houses, bed-and-breakfast facilities, hospi-
tals, office buildings, movie theaters, and schools, colleges,
or universities, if a separate charge is made for such food or
beverages. Mobile sales units that sell food or beverages for
immediate consumption within a place, the entrance to which
is subject to an admission charge, are "restaurants" for pur-
poses of this tax. So too are public and private carriers, such
as trains and vessels, that sell food or beverages for immedi-
ate consumption on trips that both originate and terminate
within the county imposing the special stadium tax if a sepa-
rate charge for the food and/or beverages is made. A restau-
rant is open to the public for purposes of this section if mem-
bers of the public can be served as guests. "Restaurant” does
not include businesses making sales through vending
machines or through mobile sales units such as catering
trucks or sidewalk vendors of food or beverage items.

(b) "Tavern" has the same meaning here as in RCW
66.04.010 and means any establishment with special space
and accommodation for the sale of beer by the glass and for
consumption on the premises.

(c) "Bar" means any establishment selling liquor by the
glass or other open container and includes, but is not limited
to, establishments that have been issued a class H license by
the liquor control board.

(d) "Grocery stores, mini-markets, and convenience
stores," have their ordinary and common meaning.

(3) Tax application. This special stadium sales and use
tax currently applies only to food and beverages sold by res-
taurants, bars, and taverns in King County. The tax is in addi-
tion to any other sales or use tax that applies to these sales.
This special tax only applies if the regular sales or use tax
imposed by chapters 82.08 or 82.12 RCW applies.

(a) The tax applies to the total charge made by the restau-
rant, tavern, or bar, for food and beverages. If a mandatory
gratuity is included in the charge that, too, is subject to the
tax.

(b) Catering provided by a restaurant, tavern, or bar is
also subject to the tax. However, when catering is done by a
business that does not meet the definition of restaurant in sub-
section (2) of this section, has no facilities for preparing food,
and all food is prepared at the customer's location, the charge
is not subject to the tax.

(c) In the case of catering subject to the tax, if a separate
charge is made for linens, glassware, tables, tents, or other
items of tangible personal property that are not required for
the catering, those separate charges are not subject to the tax.
However, separately stated charges for items that are required
as a part of the catering service, such as waitpersons or man-
datory gratuities, are subject to the tax.

(4) Examples. The following examples should be used
only as a general guide. The tax status of each situation must
be determined after a review of all of the facts and circum-
stances. For these examples, assume the transactions occur in
King County.

(a) The Hot Bakery operates a coffee shop where cus-
tomers may purchase baked goods and coffee for consump-
tion on the premises. When utensils are provided with the
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bakery goods, the sale of bakery goods, along with the coffee
is considered prepared food. The sale of prepared food is sub-
ject to the retail sales tax and special stadium tax. If the bak-
ery products are bagged or boxed without utensils, the retail
sales and special stadium taxes do not apply under the provi-
sions of RCW 82.08.0293. See WAC 458-20-244 Food and
food ingredients, for information about the sales of prepared
foods.

(b) Charlie operates a "fast food" business. Customers
may consume the food and beverages on the premises or may
take the food "to go" for consumption elsewhere. All sales of
food and beverages by this business are subject to the special
stadium tax, including the food and beverages sold "to go."

(c) Jane operates carts that may be set up on a sidewalk
or within parks from which customers may purchase hot dogs
and beverages. The cart includes heating facilities for prepa-
ration of hot dogs at the cart site. No seating is provided by
the business. The site location is not owned or leased by Jane.
These sales are not subject to the special stadium sales tax
because the business does not have a designated space for the
preparation of the food it sells. This business does not fit the
definition of "restaurant." However, if Jane operates a mobile
food service unit selling food or beverages for immediate
consumption at fixed locations within the grounds of a sta-
dium, arena, fairgrounds, or other place, admission to which
is subject to an admission charge, then the special stadium tax
applies.

(d) Bill operates a combination gas station and conve-
nience store. The convenience store sells some groceries and
also some prepared foods such as hot dogs and hamburgers.
Customers may also purchase soft drinks or coffee by the
cup. None of these sales are subject to the special stadium
sales tax because of the specific language in the statute
exempting convenience stores from the tax.

(e) Peter operates a business that sells prepared pizza.
The business prepares and bakes the pizza at its premises.
The business has no seating. Customers may order the pizzas
by either entering Peter's place of business or by telephone.
Customers may either take delivery at the seller's site or the
business will deliver the pizza to the customer's residence or
other site. These sales are subject to the special stadium sales
tax because the business does have a designated site and
facilities for the preparation of food for sale for immediate
consumption, even though no seating is available. The regu-
lar retail sales tax applies to these sales since these sales are
not exempt food products under RCW 82.08.0293(2).

(f) Jack has the exclusive concession rights to prepare
and sell hot dogs within a sports facility. Customers place
their orders and take delivery of the prepared food and bever-
ages at Jack's site in the sports facility. Jack provides no seat-
ing that he controls. Customers generally take the food and
beverage to their seats and consume the items while watching
the sports event. Jack will also prepare hot dogs and soft
drinks at his food bar and use his employees or agents to sell
these products to customers in the stands while the sports
event is in progress. All of the sales of food and beverages by
Jack are subject to the special stadium sales tax. Jack's busi-
ness operation meets the definition of "restaurant." Jack has
set aside space that he controls for the purpose of preparing
food and beverages for immediate consumption for sale to
the public.

458-20-126

(g) Jinny operates a cafe within Abe's grocery store, for
the sale of food or beverages for immediate consumption on
the premises. Abe's grocery store is a separate entity from
Jinny's cafe, and it leases the space for the cafe to Jinny. Sales
of food and beverages by Abe's grocery store are exempt
from the special stadium tax, but sales at the cafe by Jinny are
subject to retail sales tax and the special stadium sales tax.
[Statutory Authority: RCW 82.32.300, 82.01.060(2), and 82.14.360(1). 10-
01-050, § 458-20-12401, filed 12/9/09, effective 1/9/10. Statutory Authority:

RCW 82.32.300 and 82.14.080. 96-16-086, § 458-20-12401, filed 8/7/96,
effective 9/7/96.]

WAC 458-20-126 Sales of motor vehicle fuel, special
fuels, and nonpollutant fuel. (1) Introduction. This section
explains the retail sales and use taxes for motor vehicle fuel,
special fuels, and fuels commonly referred to as natural gas
and propane. This section also provides documentation
requirements to buyers and sellers of fuel for both on and off
highway use.

(2) What are motor vehicle fuel and special fuels, and
how are they taxed? "Motor vehicle fuel" as used in this
section means gasoline or any other inflammable gas or lig-
uid the chief use of which is as fuel for the propulsion of
motor vehicles. (See RCW 82.36.010.) "Special fuels" as
used in this section mean all combustible gases and liquids
suitable for the generation of power for propulsion of motor
vehicles, except that it does not include motor vehicle fuel as
defined above. (See RCW 82.38.020.) Diesel fuel is an exam-
ple of a special fuel.

The retail sales tax or use tax applies to sales and uses of
motor vehicle fuel or special fuel, unless an exemption
applies, when the taxes of chapter 82.36 or 82.38 RCW have
not been paid or have been refunded. Generally the fuel taxes
apply to sales of fuel for highway consumption and the sales
or use tax applies to fuel sold for consumption off the high-
ways (e.g., boat fuel, or fuel for farm machinery or construc-
tion equipment, etc.).

(3) What motor vehicle fuel and special fuels exemp-
tions are available?

(a) Passenger-only ferries. RCW 82.08.0255 and
82.12.0256 provide exemptions from the retail sales tax and
use tax for motor vehicle fuel or special fuel, purchased on or
after April 27, 2007, for use in passenger-only ferry vessels.
This exemption applies only to public transportation benefit
areas created under chapter 36.57A RCW, county owned fer-
ries, or county ferry districts created under chapter 36.54
RCW.

(b) Nonprofit transportation providers. RCW 82.08.-
0255 and 82.12.0256 provide retail sales tax and use tax
exemptions for sales of or uses of motor vehicle fuel or spe-
cial fuels purchased by private, nonprofit transportation pro-
viders certified under chapter 81.66 RCW, who are entitled to
fuel tax refund or exemption under chapter 82.36 or 82.38
RCW.

(c) Public transportation. RCW 82.08.0255 and
82.12.0256 provide exemptions for the retail sales tax and
use tax when motor vehicle fuel or special fuels are pur-
chased or used for the purpose of public transportation, and
the purchaser is entitled to a refund or an exemption under
RCW 82.36.275 or 82.38.080(3).
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(d) Special fuels used in interstate commerce. The
retail sales tax does not apply to sales of special fuels deliv-
ered in this state which are later transported and used outside
this state by persons engaged in interstate commerce. (RCW
82.08.0255(2).) This exemption also applies to persons haul-
ing their own goods in interstate commerce.

Exemption certificate. Persons selling special fuels to
interstate carriers must obtain a completed exemption certifi-
cate "Certificate of Special Fuel Sales to Interstate Carriers"
from the purchaser in order to document the entitlement to
the exemption. The exemption certificate can be obtained
from the department of revenue (department) on the internet
at http://www.dor.wa.gov/, or by contacting the department's
taxpayer services division at:

Taxpayer Services
Department of Revenue
P.O. Box 47478

Olympia, WA 98504-7478
1-800-647-7706

The provisions of the exemption certificate may be lim-
ited to a single sales transaction, or may apply to all sales
transactions as long as the seller has a recurring business rela-
tionship with the buyer. A "recurring business relationship"
means at least one sale transaction within a period of twelve
consecutive months.

(e) Farm fuel users of diesel or aircraft fuels. For the
purpose of this section, a "farm fuel user" means either a
farmer or a person who provides horticultural services for
farmers, such as soil preparation, crop cultivation, or crop
harvesting services.

(1) Effective March 6, 2006, RCW 82.08.865 and 82.12.-
865 exempt farm fuel users from retail sales and use taxes for
diesel and aircraft fuel purchased for nonhighway use.

(i1) Substitute Senate Bill (SSB) 5009, chapter 443, Laws
0f 2007, added biodiesel fuel as exempt from retail sales and
use taxes when purchased or used by farm fuel users for non-
highway use. This exemption, effective May 11, 2007, also
applies to a fuel blend if all the component fuels of the blend
would otherwise be exempt under RCW 82.08.865 and
82.12.865 if the component fuels were sold as separate prod-
ucts. The exemptions do not apply to fuel used for residential
heating purposes.

(iii) When purchasing an eligible fuel, a farm fuel user
must provide the seller with a completed "Farmers' Retail
Sales Tax Exemption Certificate," which can be obtained
from the department on the internet at http://www.dor.wa.
gov/, or by contacting the department's taxpayer services
division at:

Taxpayer Services
Department of Revenue
P.O. Box 47478

Olympia, WA 98504-7478
1-800-647-7706

Sellers of eligible fuels to farm fuel users must document
the tax exempt sales of red-dyed diesel, biodiesel, or aircraft
fuel by accepting the certificate mentioned above and retain-
ing it in their records for five years.

(4) Nonpollutant fuels.  Nonpollutant fuels are
described as natural gas and liquefied petroleum gas, com-
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monly called propane. Nonpollutant fuels can be purchased
for either highway or "off-highway" use. Sales of nonpollut-
ant fuels for highway use are normally subject to taxes under
either chapter 82.36 or 82.38 RCW. Nonpollutant fuels pur-
chased for "off-highway" use are subject to retail sales tax or
use tax

(a) Highway fuel used by Washington licensed vehicle
owners. RCW 82.38.075 provides for payment of an annual
fee by users of nonpollutant fuel in lieu of the motor vehicle
fuel tax. This fee is paid at the time of original and annual
renewals of vehicle license registrations. A decal or other
identifying device must be displayed as prescribed by the
department of licensing as authority to purchase these non-
pollutant fuels.

Fuel dealers should not collect sales or use tax on any
nonpollutant fuel sold to Washington licensed vehicle owners
for highway use when the vehicle displays a valid decal or
other identifying device issued by the department of licens-
ing.

(b) "Off-highway" fuel use. Nonpollutant fuels pur-
chased for "off-highway" use are not subject to the taxes of
chapter 82.36 or 82.38 RCW, and therefore the retail sales tax
applies.

(c) Bulk purchases of fuel. The department recognizes
that certain licensed special fuel users may find it more prac-
tical to accept deliveries of nonpollutant fuels into a bulk
storage facility rather than into the fuel tanks of motor vehi-
cles. Persons selling nonpollutant fuels to such bulk purchas-
ers must obtain from the purchaser an exemption certificate
in order to document entitlement to the exemption. The "Cer-
tificate for Purchase of Nonpollutant Special Fuels" must cer-
tify the amount of fuel which will be consumed by the pur-
chaser in using motor vehicles upon the highways of this
state. This procedure is limited, however, to persons duly reg-
istered with the department. The registration number given
on the certificate ordinarily will be sufficient evidence that
the purchaser is properly registered. The "Certificate for Pur-
chase of Nonpollutant Special Fuels" can be obtained from
the department on the internet at http://www.dor.wa.gov/, or
by contacting the department's taxpayer services division at:

Taxpayer Services
Department of Revenue
P.O. Box 47478

Olympia, WA 98504-7478
1-800-647-7706

(i) When fuel is purchased for both on and off highway
use, and it is not possible for a special fuel user licensee to
determine the exact proportion purchased for highway use in
this state, the amount of the off-highway use special fuel may
be estimated. In the event such an estimate is used and retail
sales tax is not paid, the purchaser must make an adjustment
on the next excise tax return and remit use tax on the portion
of the fuel used for off-highway purposes.

(i1) Nonpollutant fuel not placed in vehicle fuel tanks by
the seller are subject to retail sales tax, unless a "Certificate
for Purchase of Nonpollutant Special Fuels" is obtained from
the purchaser. The seller must collect and remit the retail
sales tax to the department, or retain the certificate as part of
his permanent records. When nonpollutant fuel is delivered
by the seller into the bulk storage facilities of a special fuel



Excise Tax Rules

user licensee or is otherwise sold to such buyers under condi-
tions where it is not delivered into the fuel tanks of motor
vehicles, it will be presumed that the entire amount of fuel
sold is subject to retail sales tax unless the seller has obtained
a completed certificate.

(d) Vehicles licensed outside the state of Washington.
Owners of out-of-state licensed vehicles are exempt from the
requirement to purchase an annual license as provided in
RCW 82.38.075. In lieu of taxes of chapters 82.36 and 82.38
RCW, retail sales tax is due on their purchases of nonpollut-
ant fuel, for either highway or off-highway use.

(5) Refunds are available for fuel taxes paid when
fuel is consumed off the highway. If a person purchases
motor vehicle fuel or special fuels and pays the fuel taxes of
chapter 82.36 or 82.38 RCW, and then consumes the fuel off
the highway, the person is entitled to a refund of these taxes
under the procedures of chapter 82.36 or 82.38 RCW. How-
ever, a person receiving a refund of vehicle fuel taxes
because of the off-highway consumption of the fuel in this
state is subject to use tax on the value of the fuel. The depart-
ment of licensing administers the fuel tax refund provisions
and will deduct from the amount of a refund the amount of
use tax due.

[Statutory Authority: RCW 82.32.300, 82.01.060(2), 82.08.0255,
82.12.0256, 82.08.865, and 82.12.865. 10-01-051, § 458-20-126, filed
12/9/09, effective 1/9/10; 08-16-045, § 458-20-126, filed 7/29/08, effective
8/29/08. Statutory Authority: RCW 82.32.300. 91-15-022, § 458-20-126,
filed 7/11/91, effective 8/11/91; 83-17-099 (Order ET 83-6), § 458-20-126,
filed 8/23/83; 83-07-034 (Order ET 83-17), § 458-20-126, filed 3/15/83;

Order ET 73-1, § 458-20-126, filed 11/2/73; Order ET 70-3, § 458-20-126
(Rule 126), filed 5/29/70, effective 7/1/70.]

WAC 458-20-239 Sales to nonresidents of farm
machinery or implements, and related services. (1) Intro-
duction. This section explains the retail sales tax exemption
provided by RCW 82.08.0268 for sales to nonresidents of
farming machinery and implements, parts for farming
machinery and implements, and related labor and services.
This section also explains the documents that must be pre-
served to substantiate a claim of exemption. Sellers should
refer to WAC 458-20-193 (Inbound and outbound interstate
sales of tangible personal property) if they deliver farm
machinery or implements to the purchaser at an out-of-state
location.

(2) Tax-reporting requirements. Retailing B&O and
retail sales taxes generally apply to all sales of tangible per-
sonal property, parts, and repair labor in Washington.

(a) RCW 82.08.0268 provides an exemption from retail
sales tax for sales to nonresidents of the following when used
in conducting a farm activity outside the state of Washington:

(i) Machinery and implements;

(i1) Parts for machinery and implements; and

(iii) Labor and services for repair of machinery, imple-
ments, and parts.

(b) To qualify for the exemption, the machinery, imple-
ments, or parts must be transported outside the state immedi-
ately after sale or completion of the repair or service.

(¢) This exemption is allowed even though the property
sold or serviced is delivered to the purchaser in this state, but
only when the seller receives from the buyer an exemption
certificate, and examines acceptable proof such as a driver's
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license that the buyer is a resident of a state or country other
than the state of Washington.

(d) The exempt nature of the transaction must be docu-
mented by using the department's "Farmers' Retail Sales Tax
Exemption Certificate," or another certificate with substan-
tially the same information as it relates to the exemption pro-
vided by RCW 82.08.0268. The certificate must be com-
pleted in its entirety, and retained by the seller.

The "Farmers' Retail Sales Tax Exemption Certificate"
can be obtained via the internet at http://dor.wa.gov. The
form may also be obtained by contacting the department's
telephone information center at 1-800-647-7706, or by writ-
ing the department at:

Taxpayer Information and Education
Department of Revenue

P.O. Box 47478

Olympia, WA 98504-7478

If, prior to completion of the sale, the seller becomes
aware of any information inconsistent with the purchaser's
claim of residency, such as a Washington address on a credit
application, the seller should not accept an exemption certifi-
cate.

[Statutory Authority: RCW 82.32.300, 82.01.060(2), and 82.08.0268. 09-
15-057, § 458-20-239, filed 7/10/09, effective 8/10/09. Statutory Authority:
RCW 82.32.300. 00-09-092, § 458-20-239, filed 4/19/00, effective 5/20/00;

83-08-026 (Order ET 83-1), § 458-20-239, filed 3/30/83; Order ET 70-3, §
458-20-239 (Rule 239), filed 5/29/70, effective 7/1/70.]

WAC 458-20-247 Trade-ins, selling price, sellers' tax
measures. (1) Introduction. This section explains the mea-
sure of tax when a trade-in is included in the sale of tangible
personal property. It explains how and when the retail sales
or use tax exclusions apply and the recordkeeping require-
ments needed to document the transactions.

The value of "trade-in property of like kind" is excluded
from the definitions of "selling price" in RCW 82.08.010 and
the definition of "value of the article used" in RCW 82.12.-
010.

Unless otherwise stated, "tax," "taxable," and "nontax-
able," as used in this section, refer to retail sales or use tax
only. The terms "trade-in," "traded in," and "property traded
in" have their ordinary and common meaning. The terms
refer to property applied, in whole or in part, toward the sell-
ing price of property of like kind. Readers are advised that the
fact that sales and purchase transactions might be character-
ized as a "like kind" under Section 1031 of the Internal Rev-
enue Code does not control for the purpose of the trade-in
exclusion in RCW 82.08.010 and 82.12.010.

(a) Examples. This section contains examples which
identify a number of facts and then state a conclusion. The
examples should be used only as a general guide. The tax
results of other situations must be determined after a review
of all of the facts and circumstances.

(b) References to related sections. The department of
revenue (department) has adopted other sections that readers
may want to refer to.

(1) WAC 458-20-106 Casual or isolated sales—Business
reorganizations;

(i) WAC 458-20-178 Use tax;
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(iii)) WAC 458-20-208 Exemptions for wholesale sales
of new motor vehicles between new car dealers and for
accommodation sales;

(iv) WAC 458-20-211 Leases or rentals of tangible per-
sonal property, bailments; and

(v) WAC 458-20-272 Tire fee—Core deposits or credits.

(2) General nature of the trade-in exclusion. RCW
82.08.010 and 82.12.010 define the terms "selling price" and
"value of the article used," in pertinent part, to mean the total
amount of consideration, except separately stated trade-in
property of like kind, including cash, credit, or tangible per-
sonal property, expressed in terms of money paid or delivered
by a buyer to a seller. As a result, the buyer of tangible per-
sonal property is entitled to reduce the measure of retail sales
or use tax if:

* The buyer delivers the trade-in property to the seller;

* The trade-in property is delivered as consideration for
the purchase; and

* The property traded in is "property of a like kind."

(a) The trade-in exclusion applies to all trade-in property
of like kind delivered by a buyer to a seller as consideration
for a purchase. Thus, if a buyer trades in two motor vehicles
when purchasing one motor vehicle, the buyer is entitled to a
reduction in the measure of retail sales tax based on the value
of both trade-in vehicles.

(b) The trade-in exclusion is limited to retail sales and
use taxes. There is no comparable exclusion for business and
occupation (B&O) tax. (See definition of "gross proceeds of
sales" in RCW 82.04.070 and of "value proceeding or accru-
ing" in RCW 82.04.090.) Sales tax need not have been paid
on the item being traded in to be eligible for the trade-in
exclusion.

(3) Buyer to deliver trade-in property to seller. The
buyer must deliver trade-in property to the "seller."

(a) RCW 82.08.010 defines "seller" as "every person
...making sales at retail or retail sales to a buyer, purchaser,
or consumer, whether as agent, broker, or principal." There is
no requirement that the seller be the owner of the property
being sold to the buyer. RCW 82.08.010 anticipates and
includes situations where a "seller" is selling property that he
or she does not actually own, such as in consignment sales
transactions.

For example, Broker enters into a consignment sale con-
tract with Susan Smith to sell her Boat A. John Doe contacts
Broker expressing interest in purchasing Boat A, provided his
Boat B is accepted as a trade-in on the purchase. John Doe
executes a purchase agreement with Broker which specifi-
cally identifies both Boat A being purchased and the trade-in.
Broker accepts delivery and ownership of Boat B and places
Boat B into Broker's own inventory. In turn Broker arranges
delivery of the craft purchased to John. The buyer (John) has
delivered the trade-in property (Boat B) to the seller (Broker).
There is no requirement that Broker purchase Boat A from
Susan (thereby becoming the owner) prior to selling Boat A
to John and accepting Boat B as trade-in property because, as
a broker, Broker is a seller under RCW 82.08.010.

(b) The trade-in exclusion does not apply to transactions
where a seller transfers tangible personal property in or out of
its own inventory in exchange for other property it also owns.

(4) Trade-in as consideration. Property traded in must
be consideration delivered by the buyer to the seller. The
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sales documents must identify the tangible personal property
being purchased and the trade-in property being delivered to
the seller. This does not require simultaneous transfers of the
property being traded in and the property being purchased,
but it does require that the delivery of the trade-in and the
purchase be components of a single transaction. Sales docu-
ments, executed not later than the date the trade-in property is
delivered to the seller, must identify the property purchased
and the trade-in property as more fully explained in subsec-
tion (8) of this section.

Examples:

(a) Jane Doe offers to purchase Sailboat A from Dealer,
if Dealer accepts her Sailboat B as a trade-in on the purchase.
Dealer declines to accept ownership of Jane's Sailboat B, but
instead offers to sell Sailboat B on a consignment basis with
the net proceeds to be applied toward the purchase if Sailboat
B is sold within three months. Jane accepts and Sailboat B is
sold within the three-month period, and the net proceeds are
applied to Jane's purchase of Sailboat A.

Jane is not entitled to the trade-in exclusion. An agree-
ment to sell property on consignment does not constitute con-
sideration "paid or delivered by a buyer to a seller," even if
the subsequent proceeds are applied to the purchase price.

(b) Sally Jones decides to upgrade from her existing
motor home to a new, larger motor home. The salesperson at
a local RV dealership explains that while the dealership does
not currently have on hand a motor home meeting Sally's
needs, it can order one for her from the manufacturer. The
salesperson also explains that if Sally trades in her motor
home at the time she enters into the purchase contract, the
dealership will accept the motor home as a down payment
toward the purchase of the new motor home. Sally signs the
purchase contract, the dealership orders the new motor home,
and Sally delivers her motor home to the RV dealership (who
accepts ownership of the motor home). Sally's new motor
home is delivered to her eight months later.

Sally is entitled to the trade-in exclusion because the
motor home was delivered to the RV dealership as consider-
ation paid toward her purchase of the new motor home.

(c) Mr. B and Coastal Brokers enter into a consignment
sales agreement. Under the terms of this agreement, Coastal
Brokers will sell Mr. B's sailboat on a consignment basis and
at the time of sale place the proceeds due Mr. B into a trust
account for use toward a possible purchase of a yacht by Mr.
B. Mr. B's sailboat is sold and the proceeds due to Mr. B
placed in the trust account. Mr. B subsequently purchases a
yacht from Coastal Brokers, and the trust account proceeds
are applied to the purchase price of the yacht.

Mr. B is not entitled to the trade-in exclusion. The deliv-
ery of Mr. B's sailboat to Coastal Brokers and Mr. B's pur-
chase of the yacht are not components of a single transaction.
In addition, Mr. B's delivery of his sailboat for consignment
sale by Coastal Brokers does not constitute consideration
"paid or delivered by a buyer to a seller," even if proceeds
from the sale are applied to the purchase of the yacht.

(d) John Smith agrees to purchase Travel Trailer A from
Dealer if Dealer accepts John's Travel Trailer B as a trade-in
on the purchase. Dealer accepts ownership of Travel Trailer
B at an agreed-upon value, on the condition that John pay
Dealer a monthly fee to reimburse Dealer for financing costs
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associated with Travel Trailer B. This fee is to be paid for a
period of four months or until Dealer sells Travel Trailer B,
whichever is shorter. John has no further responsibility with
respect to Travel Trailer B after this period.

John is entitled to the trade-in exclusion because he
delivered Travel Trailer B to Dealer as consideration paid
toward Travel Trailer A. The fees John paid to reimburse
Dealer for financing costs associated with the trade-in prop-
erty do not change the nature of the transaction, though for
the purposes of the trade-in exclusion they do reduce the orig-
inally agreed-upon value of the trade-in property.

(5) Property of like kind. The term "property of like
kind" means articles of tangible personal property of the
same generic classification. It refers to the class and kind of
property, not to its grade or quality. The term includes all
property within a general classification rather than within a
specific category in the classification. Thus, as examples, it
means furniture for furniture, motor vehicles for motor vehi-
cles, licensed recreational land vehicles for licensed recre-
ational land vehicles, appliances for appliances, auto parts for
auto parts, and audio/video equipment for audio/video equip-
ment. These general classifications are determined by the
nature of the property and its function or use. It may be that
some kinds of property fit within more than one general clas-
sification. For example, a motor home is both a motor vehicle
and a licensed recreational land vehicle. Thus, for purposes of
the trade-in exclusion, a motor home may be taken as a trade-
in on a travel trailer, truck, camper, or a truck with camper
attached, and vice versa. Similarly, a travel trailer may be
taken as trade-in on a motor home even though a travel trailer
i1s not a motor vehicle; both are licensed recreational land
vehicles. Conversely, a utility trailer may not be taken as
trade-in on a travel trailer because a utility trailer is neither a
motor vehicle nor a licensed recreational land vehicle. Like-
wise a car may not be taken as trade-in on a camper and vice
versa.

It is not required that a car be traded in exclusively on
another car in order to get the trade-in reduction of the tax
measure. It could, as well, be traded in as part payment for a
truck, motorcycle, motor home, or any other qualifying motor
vehicle. Similarly, a sofa for a recliner chair, a pistol for a
rifle, a sailboat for a motorboat, or a gold chain for a wrist
watch are the kinds of generic trade-in transfers which would
qualify. The exclusion of the value of property traded in,
however, does not include such things as a motorcycle for a
boat, a diamond ring for a television set, a battery for lumber,
computer hardware for computer software, or farm machin-
ery (including tractors and self-propelled combines) for a car.

(6) Value of property traded in. The seller and buyer
establish the value of property traded in. The parties may not
overstate the value of the trade-in property in order to artifi-
cially lower the amount of retail sales or use tax due. Absent
proof of a higher value, the property traded in must be deter-
mined by the fair market value of similar property of like
quality, quantity, and age, sold or traded under comparable
conditions.

(7) Trade-in value exceeds selling price. If the trade-in
value exceeds the selling price of the item sold, the selling
price of the item being purchased should be used as the trade-
in value. For example, a Washington resident purchases a car
with a value of $15,000 and trades in a car with a fair market
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value of $17,000. The net due to the purchaser is $2,000.
When the seller completes the excise tax return, he or she
should report a trade-in value of $15,000 and not $17,000
because the trade-in value is capped at selling price of the
item being purchased.

(8) Recordkeeping. RCW 82.32.070 requires every
person liable for any tax to keep and preserve records from
which tax liability can be determined. To substantiate a claim
for the trade-in exclusion, the sales agreement and/or invoice
must identify both the property being purchased and the
trade-in property. Such identification includes the model
number, serial number, year of manufacture, and other infor-
mation as appropriate. The sales agreement and/or invoice
must also specify the selling price and the value of the trade-
in property.

A copy of the sales agreement or invoice must be
retained as a part of the seller's sales records. The following
is an example of an invoice providing the necessary informa-
tion regarding a sales transaction with trade-in:

Sold: 2009 Mountain Home 8.5 ft. Camper
Model MH-20DT, Serial No. 200010

Less "trade-in" - 1983 Meadowlark 8 ft.
Camper

Model No. ML883, Serial No. 0001
Subtotal

Retail Sales Tax

Total

$19,075

$2,000
$17,075

(9) Encumbered property traded in. A buyer is enti-
tled to full value for trade-in property, which is otherwise
encumbered by a security interest or the subject of a condi-
tional sale, or retail installment sales contract.

(10) Casual or isolated sales. The retail sales tax
applies to all casual or isolated retail sales made by any per-
son who is required to be registered and reporting tax to the
state. The trade-in exclusion applies in the case of a casual or
isolated sale, provided the statutory requirements are satis-
fied. The recordkeeping requirements explained in subsec-
tion (8) of this section apply to casual or isolated sales.

Persons who are not engaged in business activity, e.g.,
private persons, are not required to be registered and are not
required to collect sales tax on their casual or isolated sales.
See RCW 82.08.0251 and WAC 458-20-106. The use of
property acquired through casual sales is subject to use tax.
See RCW 82.12.020 and WAC 458-20-178.

(11) Trade-ins as sales. RCW 82.04.040 defines the
term "sale" in pertinent part to mean "any transfer of the own-
ership of, title to, or possession of property for a valuable
consideration." When property is traded in, ownership in that
property is transferred. As a result, under the law a buyer
delivering trade-in property to a seller is making a sale of the
trade-in property.

(a) If the buyer is not in the business of selling the type
of property being traded in the buyer incurs no B&O tax lia-
bility. See WAC 458-20-106.

(b) On occasions where the buyer is in the business of
selling the type of property being traded in, the buyer incurs
a B&O tax liability.

For example, Don's Leasing purchases a new car from
Tom the Dealer. This car will be part of Don's inventory of
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cars that it rents to customers. Don delivers a used car out of
its inventory to Tom the Dealer as a part of the consideration
paid for the new car. The trade-in of the used car by Don is
considered a wholesale sale to Tom. This is not a casual or
isolated sale because Don is in the business of selling cars in
the form of rentals.

(c) In most cases, a buyer delivers trade-in property to a
seller who is in the business of reselling trade-in property
(e.g., a buyer trading in an automobile to a new car dealer).
The buyer in these cases has no responsibility to collect retail
sales tax.

(12) Retail services. The exclusion of the value of prop-
erty traded in from the selling price tax measure applies only
to sales involving tangible personal property traded in for
tangible personal property sold. It does not apply to any
transactions involving services that have been statutorily
included as "sales at retail." See RCW 82.04.050. For exam-
ple, a construction contractor may not accept part payment in
tangible personal property to thereby reduce the sales tax
measure of the construction contract selling price. Similarly,
a seller of tangible personal property may not accept retail
services as part payment to thereby reduce the selling price
tax measure. Such transfers neither qualify as trade-in trans-
fers of tangible property nor "in-kind" transfers.

(13) Trade-in for rental property. Under RCW
82.04.050, rentals or leases of tangible personal property are
"retail sales." The "selling price" is also the measure of tax
for such rentals and leases. Where tangible personal property
is traded in as part payment for the rental or lease of property
of like kind (e.g., a used computer against the rental of a new
one), the sales tax will apply to all payments after the value of
the property traded in has been depleted or consumed and the
lessor of the property actually begins making charges for the
lease or rental of tangible personal property. Refer to WAC
458-20-211 for more information regarding the tax-reporting
responsibilities with respect to lease or rental transactions.

A lessee must first purchase leased property before trad-
ing it in toward the purchase/lease of other property to be
entitled to the trade-in exclusion. A buyer cannot satisfy the
statutory requirement that the trade-in property be delivered
to the seller as a part of the consideration for the purchased
property if the buyer does not have ownership of and the right
to sell the property being traded in. For example, Jane Doe
leases Auto A from Leasing Company. Jane decides to lease
a newer Auto B from Leasing Company. Jane exercises her
option to purchase Auto A, and then delivers Auto A as a
trade-in towards the lease of Auto B. Jane is entitled to the
trade-in exclusion. By delivering her ownership of Auto A to
Leasing Company, Jane has satisfied the statutory require-
ment that she as the buyer deliver trade-in property to the
seller as a part of the consideration paid for Auto B.

(14) Real property transfers. Because the trade-in
exclusion is limited to tangible personal property, the trade-in
exclusion does not apply to sales of real property or transac-
tions where real property is traded in for tangible personal
property.

(15) Use tax. RCW 82.12.010 defines the measure of
the use tax as the "value of the article used." As explained in
subsection (2) of this section, the statutory definition
excludes "trade-in property of like kind." Therefore, the mea-
sure of the use tax for tangible personal property upon which
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no retail sales tax has been paid (e.g., if it were purchased in
another state) is the same as the measure of the retail sales
tax. In such cases the value of the property traded in should
be excluded from the use tax measure.

The consumer-user, or any seller who has a duty to col-
lect this state's use tax, must retain the sales records reflecting
property "traded in," as explained in subsection (8) of this
section.

[Statutory Authority: RCW 82.32.300, 82.01.060(2), 82.08.020, and 82.12.-
010. 10-02-009, § 458-20-247, filed 12/24/09, effective 1/24/10. Statutory
Authority: RCW 82.32.300. 01-08-003, § 458-20-247, filed 3/21/01, effec-

tive 4/21/01; 86-04-024 (Order 86-2), § 458-20-247, filed 1/28/86; 85-02-
006 (Order ET 84-6), § 458-20-247, filed 12/21/84.]

WAC 458-20-270 Telephone program excise tax
rates. RCW 82.72.020 requires the department of revenue
(department) to collect certain telephone program excise
taxes. Those taxes include the tax on switched access lines
imposed by RCW 43.20A.725 (telephone relay service—
TRS) and 80.36.430 (Washington telephone assistance pro-
gram—WTAP). Pursuant to those statutes, the department
must annually determine the rate of each respective tax
according to the statutory formulas.

The monthly telephone program excise tax rates per
switched access line are as follows:

Period TRS Rate WTAP Rate
7/1/2005 - 6/30/2006 10 cents 14 cents
7/1/2006 - 6/30/2007 9 cents 14 cents
7/1/2007 - 6/30/2008 12 cents 14 cents
7/1/2008 - 6/30/2009 12 cents 13 cents
7/1/2009 - 6/30/2010 11 cents 13 cents

[Statutory Authority: RCW 82.32.300, 82.01.060(2), 43.20A.725, and
80.36.430. 09-14-037, § 458-20-270, filed 6/24/09, effective 7/25/09; 08-16-
054, § 458-20-270, filed 7/30/08, effective 8/30/08; 07-17-110, § 458-20-
270, filed 8/17/07, effective 9/17/07; 06-16-137, § 458-20-270, filed 8/2/06,
effective 9/2/06; 05-18-017, § 458-20-270, filed 8/26/05, effective 9/26/05.]

WAC 458-20-272 Tire fee—Core deposits or credits.
(1) Introduction. This section describes the tire fee imposed
under RCW 70.95.510 and the business and occupation
(B&O), sales, and use tax consequences related to battery
core charges and core deposits or credits, including the
exemptions described in RCW 82.08.036 and 82.12.038.

(2) Tire fee.

(2) What is the tire fee? The tire fee is a one-dollar fee
collected by the seller from the buyer on every retail sale of
each new replacement vehicle tire. If new tires are leased, the
fee must be collected once at the beginning of the lease.

(b) How do I report the tire fee? A seller must report
on the excise tax return the number of new replacement vehi-
cle tires sold. Tire sellers may retain ten percent of the fee and
must remit the remainder to the department of revenue
(department). As a result, the amount that must be reported
and paid to the department is the number of new replacement
vehicle tires sold during the tax reporting period multiplied
by ninety cents.

(c) What if the seller fails to collect the fee or does not
pay the fee on time? The seller is personally liable for pay-
ment of the fee, whether or not the fee is collected from the
buyer. Any seller who appropriates or converts the fee col-
lected to his or her own use or to any use other than the pay-
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ment of the fee by the due date, minus the ten percent
retained, is guilty of a gross misdemeanor. Interest and penal-
ties apply to late payments. Refer to WAC 458-20-228
(Returns, payments, penalties, extensions, interest, stay of
collection) for more information.

(d) What happens if a buyer fails to pay the fee? The
tire fee, until paid by the buyer to the seller or the department,
is considered a debt from the buyer to the seller. Any buyer
who refuses to pay the fee is guilty of a misdemeanor.

(e) Is sales tax imposed on the tire fee? No. The mea-
sure of the sales tax does not include the tire fee. See RCW
82.08.036.

(f) Is the ten percent amount retained by the seller
taxed? Yes. The seller must report the retained amount as
gross income under the service and other activities tax classi-
fication on the excise tax return.

(g) What tires are subject to the tire fee? All new
replacement vehicle tires are subject to the tire fee. Refer to
RCW 70.95.030 for the definition of "vehicle."

(1) Examples of vehicles for which new replacement tires
are subject to the fee include:

(A) Automobiles;

(B) Trucks;

(C) Recreational vehicles;

(D) Trailers;

(E) All-terrain vehicles (ATVs);

(F) Agricultural vehicles, such as tractors or combines;

(G) Industrial vehicles, such as forklifts;

(H) Construction vehicles, such as loaders or graders;
and

(I) Golf carts.

(1) Bicycles, wheelbarrows, and hand trucks are exam-
ples of devices to which the new replacement tire fee does not
apply.

(iii) The tire fee does not apply to the sale of retreaded
vehicle tires. Nor does it apply to tires provided free of charge
under the terms of a recall or warranty.

(h) May I refund the fee if a tire is returned? If a cus-
tomer returns the purchased new tire and the entire selling
price is refunded to the customer, the one-dollar tire fee is
likewise refundable. The refunded amount may be claimed
on the excise tax return in the same manner as refunded sales
tax. If the seller does not refund the full sales price to the cus-
tomer, the one-dollar fee is not refundable. Refer to WAC
458-20-108 (Returned goods, allowances, cash discounts) for
more information.

(i) Does the tire fee apply on sales to the federal gov-
ernment or Indians and Indian tribes? The tire fee is not
imposed on sales to the federal government and need not be
collected by the seller. The tire fee does not apply to sales of
tires delivered to enrolled members or tribes in "Indian coun-
try." Refer to WAC 458-20-190 and 458-20-192 for more
information.

(j) If the sale is exempt from sales tax, is the tire fee
due? Statutory exemptions from sales tax do not apply to the
tire fee. The tire fee is due on every retail sale of a new
replacement tire whether or not sales tax is due.

(3) Core deposits or credits - Battery core charges.

(a) Definitions. For purposes of this section, the follow-
ing definitions apply:

Chapter 458-30

(i) "Core deposits or credits" means the amount repre-
senting the value of returnable products such as batteries,
starters, brakes, and other products with returnable value
added for purposes of recycling or remanufacturing.

(i1) "Battery core charge" refers to a core deposit, not less
than five dollars, which must by law be retained by the seller
when a retail purchaser has no used battery to exchange or
trade in. A buyer may return within thirty days of the pur-
chase with a used battery of equivalent size and claim the
core charge amount. See RCW 70.95.630 and 70.95.640.

(b) How is tax calculated when the buyer receives a
core deposit or credit? Retail sales and use taxes do not
apply to consideration received in the form of core deposits
or credits when a purchaser exchanges or trades in a core for
recycling or remanufacturing. Therefore, the measure of the
sales or use tax may be reduced by the amount of the core
deposit or credit. See RCW 82.08.036 and 82.12.038. The
core deposit and credit exemptions apply only to the retail
sales and use taxes. There is no equivalent exemption or
deduction for B&O tax purposes. Therefore, the amount
reported under the appropriate B&O tax classification must
include the value of core deposits or credits.

(c) Examples. This subsection provides examples that
identify a number of facts and then state a conclusion. These
examples should be used only as a general guide. The tax
results of other situations must be determined after a review
of all of the facts and circumstances.

(1) Example 1. A customer purchases at retail a new
replacement battery and reconditioned starter, providing the
seller with a battery core and a starter core in exchange. The
selling price of the new battery, including the battery core
charge, is $60.00. The customer is allowed a $5.00 credit
because a battery core is exchanged, meaning the cost of the
battery to the customer, excluding sales tax, is $55.00. The
selling price of the starter is $50.00. The seller allows a $3.00
credit for the starter core, meaning the cost to the customer,
excluding sales tax, is $47.00. Retailing B&O tax is due
upon the total value of cash plus core value, in this case
$110.00, or $60.00 plus $50.00. However, the $8.00 of core
deposits or credits may be deducted from the measure of the
retail sales tax under RCW 82.08.036. Thus, retail sales tax
is due on $102.00, or $55.00 plus $47.00.

(i) Example 2. The seller delivers the starter and bat-
tery cores accepted in the exchange to wholesalers. A starter
wholesaler issues a refund and a battery wholesaler issues a
credit memorandum to be applied against future wholesale
battery purchases. The return of the used products by the auto
parts store for recycling or remanufacturing and subsequent
receipt of a refund or credit for the core deposit or credit is
not considered taxable consideration for purposes of the
B&O tax.

[Statutory Authority: RCW 82.32.300, 82.01.060(2), 70.95.630, and 70.95.-
640. 09-19-136, § 458-20-272, filed 9/22/09, effective 10/23/09. Statutory

Authority: RCW 82.32.330, 82.01.060(2), and 34.05.230. 06-12-017, § 458-
20-272, filed 5/26/06, effective 6/26/06.]

Chapter 458-30 WAC
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458-30-232 Application for timber land classification.

458-30-262 Agricultural land valuation—Interest rate—Property tax
component.

458-30-295 Removal of classification.

458-30-300 Additional tax—Withdrawal or removal from classifica-
tion.

458-30-590 Rate of inflation—Publication—Interest rate—Calcula-
tion.

458-30-700 Designated forest land—Removal-—Change in status—

Compensating tax.

WAC 458-30-230 Application for open space classifi-
cation. (1) Introduction. This section explains the applica-
tion process for an applicant who seeks to have land classi-
fied or reclassified as open space land under RCW 84.34.-
020(1).

(2) Where to submit. An application for classification
or reclassification of land as open space shall be made to the
county legislative authority of the county in which the land is
located.

(3) Granting authority. The identity of the entity that
will act as the granting authority shall be determined by the
location of the land the applicant seeks to classify or reclas-
sify as open space land. The granting authority shall be deter-
mined as follows:

(a) If the parcel(s) of land is located in an unincorporated
area of the county, the county legislative authority shall be
the granting authority.

(b) If the parcel(s) of land is located in an incorporated
area of the county, a copy of the application for classification
or reclassification shall be forwarded to the city legislative
authority in which the land is located. Applications must be
acted upon by:

(1) A granting authority composed of three members of
the county legislative authority and three members of the city
legislative authority in a meeting where members may be
physically absent but participating through a telephonic con-
nection; or

(i) Separate affirmative acts by both the county and city
legislative authorities whereby each authority affirms the
entirety of the application without modification or each
authority affirms the application with identical modifications.

(4) Application process. An application for classifica-
tion or reclassification of a parcel(s) of land as open space
land shall be processed as follows:

(a) Comprehensive land use plan. The granting author-
ity shall determine whether or not the land is located in an
area designated as "open space" by an official comprehensive
land use plan adopted by a city or county and zoned accord-
ingly.

(1) If the land is in an area subject to a comprehensive
plan, the application for classification or reclassification shall
be treated in the same manner as a proposed amendment to
that plan.

(i1) If the land is in an area not subject to a comprehen-
sive plan, a public hearing on the application shall be con-
ducted. A notice of this hearing shall be announced once by
publication in a newspaper of general circulation in the
region, city, or county at least ten days before the hearing.
The owner who submitted the application for classification or
reclassification that is the subject of the public hearing shall
be notified in writing of the date, time, and location of this
hearing.
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(b) Factors to consider. In determining whether an
application for classification or reclassification as open space
land should be approved, the granting authority:

(1) May take particular notice of the benefits to the gen-
eral welfare of preserving the current use of the parcel(s) of
land described in the application; and

(i1) Shall consider the following:

(A) The revenue loss or tax shift that will result from
granting the application;

(B) Whether granting the application for classification or
reclassification of land under RCW 84.34.020 (1)(b) will:

(I) Conserve or enhance natural, cultural, or scenic
resources;

(IT) Protect streams, stream corridors, wetlands, natural
shorelines, and aquifers;

(III) Protect soil resources, unique or critical wildlife,
and native plant habitat;

(IV) Promote conservation principles by example or by
offering educational opportunities;

(V) Enhance the value to the public of abutting or neigh-
boring parks, forests, wildlife preserves, nature reservations
or sanctuaries, or other open spaces;

(VI) Enhance recreation opportunities;

(VII) Preserve historic and archaeological sites;

(VIII) Preserve visual quality along highway, road, and
street corridors or scenic vistas; or

(IX) Affect any other factors relevant in weighing bene-
fits to the general welfare of preserving the current use of the
land; and

(C) Whether granting the application for classification or
reclassification of land as farm and agricultural conservation
land (RCW 84.34.020 (1)(c)) will:

(I) Either preserve land previously classified as farm and
agricultural land under RCW 84.34.020(2) or preserve tradi-
tional farmland not classified under chapter 84.33 or 84.34
RCW;

(II) Preserve land with a potential for returning to com-
mercial agriculture; and

(IIT) Affect any other factors relevant in weighing gen-
eral benefits of preserving the current use of the property.

(iii) In addition to the foregoing concerns, the granting
authority shall consider:

(A) The existence of any mining claim or mining lease
on the land, and if such a claim or lease will seriously inter-
fere with the considerations stated in (b)(i) and (ii) of this
subsection. If the granting authority determines serious inter-
ference will occur, it may deny the application in whole or in
part. If a mining claim or mining lease is obtained after the
land is classified or reclassified, the same determination must
be made in deciding whether serious interference will occur;
and

(B) The zoning of the parcel(s) of land at the time the
application for classification or reclassification is filed.

(5) Approval or denial of application. The granting
authority shall either approve or disapprove the application
within six months of the date the completed application was
received by the county legislative authority.

(a) The granting authority may approve the application
for classification or reclassification in whole or in part. If any
part of the application is denied, the applicant may withdraw
the entire application.



Open Space Taxation Act Rules

(b) In approving the application in whole or in part, the
granting authority may also require that certain conditions be
met including, but not limited to, the granting of easements.
As a condition of granting an application for open space clas-
sification, the granting authority may not require public
access on land classified under RCW 84.34.020 (1)(b)(iii) to
promote the conservation of wetlands.

(c) If approved, valuation of the land at its current use
value shall begin on January 1 of the year following the year
the application was filed. However, any application approved
on or after July 1 of any year shall cause the land to be listed
on the assessment roll at its current use value on January 1 of
the following assessment year.

(d) When the application for classification or reclassifi-
cation as open space has been approved, the granting author-
ity shall prepare an agreement. See WAC 458-30-240 for a
detailed description of this agreement.

(e) The granting or denial of an application for classifica-
tion or reclassification as open space land is a legislative
determination and shall be reviewable only for arbitrary and
capricious actions.

(6) Public benefit rating system. When an application
for classification or reclassification under RCW 84.34.020
(1)(b) and (c) is submitted regarding land that is subject to a
public benefit rating system adopted under RCW 84.34.055,
the county legislative authority shall rate the parcel(s) of land
in accordance with the public benefit rating system to deter-
mine whether the application should be approved or denied.

Land that was classified under RCW 84.34.020 (1)(b) or
(c) prior to the adoption of a public benefit rating system does
not have to requalify for classification under the criteria of
the public benefit rating system. The land shall not be
removed from classification by an assessor. This land may be
rated according to the public benefit rating system as appro-
priate. (See WAC 458-30-330 for more information about the
public benefit rating system.)

(7) Record retention. The granting authority shall keep
a record of each application, agreement, and records relating
to each agreement.

[Statutory Authority: RCW 84.08.070, 84.34.141, 84.36.865, 84.52.0502.
09-19-010, § 458-30-230, filed 9/3/09, effective 10/4/09. Statutory Author-
ity: RCW 84.08.110, 84.08.070, 84.34.141 and 84.34.360. 95-21-002, §
458-30-230, filed 10/4/95, effective 11/4/95. Statutory Authority: RCW

84.08.010(2), 84.34.141 and chapter 84.34 RCW. 88-23-062 (Order PT 88-
12), § 458-30-230, filed 11/15/88.]

WAC 458-30-232 Application for timber land classi-
fication. Introduction. This section explains the application
process used by an applicant who seeks to have land classi-
fied or reclassified as timber land under RCW 84.34.020(3).

Definition. For purposes of this section, the following
definitions apply:

(1) "Stand of timber" means a stand of trees that will
yield log and/or fiber:

(a) Suitable in size and quality for the production of lum-
ber, plywood, pulp, or other forest products; and

(b) Of sufficient value to cover at least all the costs of
harvest and transportation to available markets.

(2) "Timber management plan' means a plan prepared
by a professional forester, or by another person who has ade-
quate knowledge of timber management practices, concern-

458-30-232

ing the use of the land to grow and harvest timber. Such a
plan includes the following elements:

(a) A legal description of the land;

(b) A statement that the timber land is held in contiguous
ownership of at least five acres and is primarily devoted to
and used to grow and harvest timber;

(¢) A brief description of the timber on the timber land
or, if the timber has been recently harvested, the owner's plan
to restock the land with timber;

(d) A statement about whether the timber land is also
used to graze livestock;

(e) A statement about whether the land has been used in
compliance with the restocking, forest management, fire pro-
tection, insect and disease control, and forest debris provi-
sions of Title 76 RCW; and

(f) If the land has been recently harvested or supports a
growth of brush and noncommercial type timber, a descrip-
tion of the owner's plan to restock the timber land within
three years.

(3) Where to submit. An application for classification
or reclassification of land as timber land under RCW 84.34.-
020(3) is submitted to the county legislative authority of the
county in which the land is located.

(4) Granting authority. The identity of the entity that
will act as the granting authority will be determined by the
location of the land the applicant seeks to classify or reclas-
sify as timber land. The granting authority will be determined
as follows:

(a) If the parcel(s) of land is located in an unincorporated
area of county, the county legislative authority is the granting
authority.

(b) If the parcel(s) of land is located in an incorporated
area, a copy of the application for classification is forwarded
to the city legislative authority in which the land is located.
Applications must be acted upon by:

(1) A granting authority composed of three members of
the county legislative body and three members of the city leg-
islative authority in a meeting where members may be physi-
cally absent but participating through a telephonic connec-
tion; or

(i1) Separate affirmative acts by both the county and city
legislative authorities whereby each authority affirms the
entirety of the application without modification or each
authority affirms the application with identical modifications.

(5) Application process.

(a) Consider all relevant evidence. The granting
authority will act upon the application with due regard to all
relevant evidence.

(b) Information that must accompany application. An
application for classification or reclassification of a parcel(s)
of land as timber land is made on forms prepared by the
department. An application must include the following infor-
mation and be accompanied by a timber management plan as
defined in subsection (2) of this section:

(1) A legal description of or the parcel number(s) of all
land the applicant desires to be classified as timber land;

(i1) The date or dates the land was acquired;

(iii) A brief description of the timber on the land or, if the
timber has been harvested, the owner's plan for restocking;

(iv) If the timber or forest management plan for the land
has existed for more than one year, the application must indi-
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cate the nature and extent to which the plan has been imple-
mented or changed,

(v) Whether the land is used for grazing;

(vi) Whether the land has been subdivided or a plat has
been filed with respect for the land;

(vii) Whether the land and the applicant have complied
with the restocking, forest management, fire protection,
insect and disease control, weed control, and forest debris
provisions of Title 76 RCW or applicable rules under Title 76
RCW;

(viii) Whether the land is subject to forest fire protection
assessments under RCW 76.04.610;

(ix) Whether the land is subject to a lease, option, or
other right that permits the land to be used for a purpose other
than growing and harvesting timber;

(x) A summary of the applicant's past experience and
activities in growing and harvesting timber;

(xi) A summary of the applicant's current and continuing
activities in growing and harvesting of timber; and

(xii) A statement that the applicant is aware of the poten-
tial tax liability involved if the land ceases to be classified as
timber land.

(c) Solitary factors that will result in automatic
denial. An application may be denied for any of the follow-
ing reasons without regard to any other factor:

(i) The land does not contain a stand of timber as defined
in subsection (1) of this section, as well as in chapter 76.09
RCW, and WAC 222-16-010. This reason alone is not suffi-
cient to deny the application if:

(A) The land has been recently harvested or supports a
growth of brush or noncommercial type timber and the appli-
cation includes a plan for restocking within three years or a
longer period necessitated because seed or seedlings are
unavailable; or

(B) Only isolated areas within the land do not meet min-
imum standards due to rock outcroppings, swamps, unpro-
ductive soil, or other natural conditions.

(i) The applicant, with respect to the land for which clas-
sification or reclassification is sought, has failed to comply
with a final administrative or judicial order regarding a viola-
tion of the restocking, forest management, fire protection,
insect and disease control, weed control, and forest debris
provisions of Title 76 RCW or applicable rules under Title 76
RCW.

(iii) The land abuts a body of salt water and lies between
the line of ordinary high tide and a line paralleling the ordi-
nary high tide line and two hundred feet horizontally land-
ward from the high tide line.

(6) Public hearing required. An application for classi-
fication of land as timber land will be approved or denied
after a public hearing on the application is held. A notice of
this hearing is to be announced once by publication in a
newspaper of general circulation in the region, city, or county
at least ten days before the hearing. The owner who submit-
ted the application for classification or reclassification is to
be notified in writing of the date, time, and location of the
public hearing.

(7) Timber management plan required. A timber
management plan must be filed with the county legislative
authority either:
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(a) When an application for classification is submitted;
or

(b) Within sixty days of the date an application for
reclassification under chapter 84.34 RCW or from designated
forest land under chapter 84.33 RCW is received. The appli-
cation for reclassification will be accepted, but may not be
processed until the timber management plan is received. If
this plan is not received within sixty days of the date the
application for reclassification is received, the application
will be denied.

(c) If circumstances require it, the assessor may allow an
extension of time for submitting a timber management plan
when an application for classification or reclassification is
received. The applicant will be notified of this extension in
writing. When the assessor extends the filing deadline for a
timber management plan, the county legislative authority
should delay processing the application until this plan is
received. If this plan is not received by the date set by the
assessor, the application for classification or reclassification
will be automatically denied.

(8) Approval or denial of application. The granting
authority will either approve or disapprove the application for
classification or reclassification within six months of the date
it is received by the county legislative authority.

(a) The granting authority may approve the application
for classification or reclassification in whole or in part. If any
part of the application is denied, the applicant may withdraw
the entire application.

(b) In approving the application in whole or in part, the
granting authority may also require that certain conditions be
met. The granting authority may not require the granting of
easements for land classified as timber land.

(c) The granting or denial of an application for classifica-
tion as open space land or reclassification is a legislative
determination and is reviewable only for arbitrary and capri-
cious actions.

[Statutory Authority: RCW 84.08.070, 84.34.141, 84.36.865, 84.52.0502.
09-19-010, § 458-30-232, filed 9/3/09, effective 10/4/09. Statutory Author-
ity: RCW 84.34.141, 84.34.020, and 84.34.030. 02-20-041, § 458-30-232,
filed 9/24/02, effective 10/25/02. Statutory Authority: RCW 84.08.110,

84.08.070, 84.34.141 and 84.34.360. 95-21-002, § 458-30-232, filed
10/4/95, effective 11/4/95.]

WAC 458-30-262 Agricultural land valuation—
Interest rate—Property tax component. For assessment
year 2009, the interest rate and the property tax component
that are to be used to value classified farm and agricultural
lands are as follows:

(1) The interest rate is 7.53 percent; and

(2) The property tax component for each county is:

COUNTY PERCENT COUNTY PERCENT
Adams 1.22 Lewis 0.90
Asotin 1.25 Lincoln 1.15
Benton 1.15 Mason 0.90
Chelan 0.95 Okanogan 0.94
Clallam 0.83 Pacific 1.14
Clark 1.01 Pend Oreille 0.86
Columbia 1.09 Pierce 1.09
Cowlitz 1.03 San Juan 0.50
Douglas 0.95 Skagit 0.90
Ferry 0.89 Skamania 0.79
Franklin 1.34 Snohomish 0.91
Garfield 1.12 Spokane 1.13
Grant 1.22 Stevens 0.94
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COUNTY PERCENT COUNTY PERCENT
Grays Harbor 1.08 Thurston 0.99
Island 0.69 Wahkiakum 0.79
Jefferson 0.79 Walla Walla 1.14

King 0.88 Whatcom 0.94
Kitsap 0.90 Whitman 1.27
Kittitas 0.73 Yakima 1.12
Klickitat 0.84

[Statutory Authority: RCW 84.34.065 and 84.34.141. 10-02-025, § 458-30-
262, filed 12/29/09, effective 1/1/10; 08-24-093, § 458-30-262, filed
12/2/08, effective 1/2/09; 08-04-051, § 458-30-262, filed 1/31/08, effective
3/2/08; 07-01-011, § 458-30-262, filed 12/7/06, effective 1/1/07; 05-24-028,
§ 458-30-262, filed 11/30/05, effective 1/1/06; 05-01-051, § 458-30-262,
filed 12/7/04, effective 1/1/05; 03-24-013, § 458-30-262, filed 11/20/03,
effective 12/21/03; 02-23-080, § 458-30-262, filed 11/19/02, effective
12/20/02; 02-03-040, § 458-30-262, filed 1/8/02, effective 2/8/02. Statutory
Authority: RCW 84.34.065, 84.34.360. 00-24-105, § 458-30-262, filed
12/6/00, effective 1/1/01; 99-24-034, § 458-30-262, filed 11/23/99, effective
1/1/00. Statutory Authority: RCW 84.34.065, 84.34.360 and 84.08.010. 99-
01-067, § 458-30-262, filed 12/14/98, effective 1/1/99. Statutory Authority:
RCW 84.34.065, 84.34.141 and 84.08.010. 98-01-178, § 458-30-262, filed
12/23/97, effective 1/1/98. Statutory Authority: RCW 84.34.065, 84.34.141,
84.08.010 and 84.34.070. 97-02-066, § 458-30-262, filed 12/31/96, effective
1/1/97. Statutory Authority: RCW 84.34.065, 84.34.141, 84.08.010 and
84.34.070. 96-01-095, § 458-30-262, filed 12/19/95, effective 1/1/96. Statu-
tory Authority: RCW 84.34.065, 84.34.141, 84.08.010 and 84.08.070. 95-
09-041, § 458-30-262, filed 4/14/95, effective 5/15/95. Statutory Authority:
RCW 84.08.010, 84.08.070 and 84.34.065. 94-05-062, § 458-30-262, filed
2/11/94, effective 3/14/94. Statutory Authority: RCW 84.08.010 and 84.08.-
070.93-07-067, § 458-30-262, filed 3/17/93, effective 4/17/93; 92-03-068, §
458-30-262, filed 1/14/92, effective 2/14/92; 91-04-001, § 458-30-262, filed
1/24/91, effective 2/24/91; 90-24-087, § 458-30-262, filed 12/5/90, effective
1/5/91. Statutory Authority: RCW 84.08.010(2) and 84.34.141. 90-02-080
(Order PT 90-1), § 458-30-262, filed 1/2/90, effective 2/2/90.]

WAC 458-30-295 Removal of classification. (1)
Introduction. This section discusses the circumstances that
may cause land to be removed from classification and the
actions an assessor takes to remove the land, in whole or in
part, from classification under chapter 84.34 RCW.

(2) General requirement - removal process. If land
classified under chapter 84.34 RCW is applied to a use other
than the one for which classification is granted, the owner
must notify the assessor of the change in use within sixty
days of the change. If the new use of the land does not qualify
for classification under chapter 84.34 RCW, the land must be
removed from classification and, in most cases, additional
tax, interest, and a penalty are imposed. Land may be totally
or partially removed from classification depending on the
reason(s) for the removal. See WAC 458-30-300 for details
about the additional tax, interest, and penalty imposed when
land is removed.

(3) Circumstances that cause removal of land from
classification. When any of the following actions occur, the
assessor shall remove all or a portion of the land from classi-
fication:

(a) Receipt of a written notice from the owner directing
the assessor to remove the land from classification;

(b) Sale or transfer of the land to an owner that makes the
land exempt from property taxes, except a transfer resulting
from a default in loan payments made to or secured by a gov-
ernmental agency that intends to or is required by law or reg-
ulation to resell the land for the same use as before;

(¢) Any change in use that occurs after a request to with-
draw classification is made under RCW 84.34.070 and before
the actual withdrawal of the classification occurs;
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(d) Sale or transfer of classified land to a new owner who
is required to pay property tax and who does not sign the
notice of classification continuance, except a transfer to an
owner who is an heir or devisee of a deceased owner;

(e) Failure of an owner to respond to a request from the
assessor for data regarding the use of the land, productivity of
typical crops, and similar information pertinent to continued
classification and assessment of the land (see RCW 84.34.-
121 and WAC 458-30-270);

(f) The assessor denies an owner's request for reclassifi-
cation and the land no longer meets the criteria under which
it was originally classified;

(g) The assessor determines, based on field inspections,
analysis of income and expense data, or any other reasonable
evidence, that the land no longer meets the criteria for classi-
fication under chapter 84.34 RCW; or

(h) The assessor discovers that the land was classified
under chapter 84.34 RCW in error.

(1) Example 1. During an on-site inspection, the assessor
discovers that classified farm and agricultural land has been
paved over and is used as a parking lot for school buses.

(i1) Example 2. Based on information released at a public
meeting of the county planning commission, the assessor
learns that an owner of classified timber land has harvested
all timber from the land, the land has been platted, public ser-
vices such as roads, sewers, and domestic water supply have
been made available to the platted land, and houses have been
built on the land. This information has led the assessor to con-
clude that the use of the land has changed or that the land no
longer meets the criteria for classification as timber land.

(4) Procedure when an assessor discovers a change in
use. Ifthe assessor determines that the land is not being used
for a classified use, the assessor must provide the owner a
written notice regarding this determination; e.g., the Notice
of Intent to Remove Current Use Classification form. The
assessor may not remove the land from classification until the
owner has had an opportunity to respond to the assessor's
determination.

(a) The owner must respond, in writing, to the assessor's
inquiry about the use of the classified land no later than thirty
calendar days following the postmark date the assessor's
inquiry was mailed to the owner.

(b) If the parcel in question is classified open space land
or timber land, the assessor may ask, but is not required to
ask, the granting authority to provide reasonable assistance in
determining whether the classified land continues to meet the
criteria for classification. The granting authority shall pro-
vide this assistance within thirty days of receiving the asses-
sor's request for assistance (see RCW 84.34.108(1)).

(c) Unless the owner demonstrates to the assessor that
the classified use of the land has not changed, the assessor
will remove the land from classification and impose addi-
tional tax, interest, and penalty from the date of the change in
use (see RCW 84.34.080 and 84.34.108).

(5) Procedure for partial removal. If the use of only a
portion of the classified land has changed and it no longer
qualifies for classification under chapter 84.34 RCW, the
assessor will remove the nonqualifying portion of the classi-
fied land. The remaining parcel must satisfy the same
requirements the entire parcel was required to meet when the
land was originally granted classification unless different cri-
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teria are required by statute because of the reduced size of the
land that remains classified.

(a) The assessor may ask the owner of the parcel that will
remain classified to submit information relevant to its con-
tinuing eligibility under chapter 84.34 RCW. See WAC 458-
30-270 for more details.

(b) If the parcel is classified farm and agricultural land,
the assessor will verify that the remaining portion meets the
requirements of RCW 84.34.020(2).

(c) If the parcel is classified open space or timber land,
the assessor will consult with the granting authority before
determining whether the remaining portion meets the require-
ments of RCW 84.34.020 (1) or (3). The granting authority
and assessor may ask the owner to submit pertinent data for
this determination.

(d) The assessor may segregate the portion of land from
which classification is being removed for valuation and taxa-
tion purposes.

(6) Transactions that do not cause land to be removed
from classification. Land cannot be removed from classifi-
cation solely because of:

(a) The creation, sale, or transfer of forestry riparian
easements under RCW 76.13.120; or

(b) The creation, sale, or transfer of a conservation ease-
ment of private forest lands within unconfined channel
migration zones or containing critical habitat for threatened
or endangered species under RCW 76.09.040.

(7) Notice to owner. Within thirty days of the removal
of land from classification, the assessor must notify the
owner in writing of the reason(s) for removal. The removal
notice must explain the steps an owner needs to follow if he
or she wants to appeal the removal decision, including when
anotice of appeal must be filed, where an appeal petition may
be obtained, and how to contact the county board of equaliza-
tion.

(8) Right of appeal. The seller, transferor, or owner of
classified land may appeal the removal from classification to
the board of equalization of the county in which the land is
located. The appeal must be filed within thirty calendar days
(or up to sixty days if such a time limit has been adopted by
the county legislative authority) of the date the notice of
removal was mailed by the assessor or given to the owner, or
on or before July 1st of the year of removal, whichever is
later (RCW 84.40.038).

(9) Assessor's duty after removal. Unless the removal
is reversed on appeal, the assessor places the land on the
assessment roll at its true and fair value determined in accor-
dance with the county's approved revaluation plan. The value
on the date of removal is the true and fair value as of January
Ist of the year of removal. The assessment roll lists both the
assessed value of the land before and after the removal of
classification. Taxes for the current tax year are prorated
according to the portion of the year to which each assessed
value applies.

(10) Possible segregation after removal. If only a por-
tion of the land is being removed from classification, the
assessor must segregate the affected portion for valuation and
tax purposes.

(11) Additional tax, interest, and penalty are due
when land is removed. The additional tax, interest, and pen-
alty imposed by RCW 84.34.080 and 84.34.108 are due and
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payable to the treasurer thirty days after the owner is notified
of the amount due, unless the removal is the result of one of
the exempt circumstances or transactions listed in RCW
84.34.108(6). (See WAC 458-30-300.)

[Statutory Authority: RCW 84.08.070, 84.34.141, 84.36.865, 84.52.0502.
09-19-010, § 458-30-295, filed 9/3/09, effective 10/4/09. Statutory Author-
ity: RCW 84.34.141. 01-24-030, § 458-30-295, filed 11/27/01, effective
12/28/01. Statutory Authority: RCW 84.08.110, 84.08.070, 84.34.141 and
84.34.360. 95-21-002, § 458-30-295, filed 10/4/95, effective 11/4/95. Statu-
tory Authority: RCW 84.08.010 and 84.08.070. 90-24-087, § 458-30-295,
filed 12/5/90, effective 1/5/91. Statutory Authority: RCW 84.08.010(2),
84.34.141 and chapter 84.34 RCW. 88-23-062 (Order PT 88-12), § 458-30-
295, filed 11/15/88.]

WAC 458-30-300 Additional tax—Withdrawal or
removal from classification. (1) Introduction. This section
outlines the withdrawal and removal procedures, events that
trigger removal, and how to calculate the additional property
tax ("additional tax"), interest, and penalty that may be
imposed because land is withdrawn or removed from classi-
fication. When land is withdrawn or removed additional tax
and interest are due. A twenty percent penalty is also due
when land is removed from classification (see RCW 84.34.-
108 and 84.34.070(2)).

(2) Duties of assessor and treasurer. As soon as possi-
ble after determining that the land no longer qualifies for
classification under chapter 84.34 RCW, the use of the land
has changed, or the land was classified under chapter 84.34
RCW in error, the assessor must provide the owner a written
notice regarding this determination and of his or her intent to
remove the land from classification; e.g., the Notice of Intent
to Remove Current Use Classification form. The assessor
may not remove the land from classification until the owner
has had an opportunity to be heard on the issue of removal.

(a) The owner has thirty calendar days following the
postmark date on the assessor's notice of intent to remove to
respond, in writing, to the assessor about the removal of the
land from classification. After giving the owner an opportu-
nity to be heard and unless sufficient information or evidence
is presented as to why the land should not be removed from
classified status, the land will be removed from classification
as of the date the land no longer qualified for classification or
the use of the land changed.

(b) Within thirty days of removing land from classifica-
tion, the assessor notifies the owner, in writing, about the rea-
sons for the removal. The owner, seller, or transferor may
appeal the removal to the county board of equalization.

(¢) Unless the removal is reversed on appeal, the assessor
revalues the affected land with reference to its true and fair
value on January 1st of the year of removal from classifica-
tion. The assessment roll will list the assessed value of the
land before and after the removal from classification. Taxes
will be allocated to the part of the year to which each assessed
value applies; that is, current use and true and fair value.

(d) The assessor computes the amount of additional tax,
interest, and penalty, unless the removal is the result of one of
the circumstances listed in subsection (5) of this section.

(e) The assessor notifies the treasurer of the amount of
additional tax, interest, and penalty due.

(f) The treasurer mails or gives the owner written notice
about the amount of the additional tax, interest, and, if
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required, penalty due and the date on which the total amount
must be paid.

(g) The total amount is due and payable to the treasurer
thirty days after the owner is notified of the amount of addi-
tional tax, interest, and penalty due.

(3) Amount of additional tax, interest, and penalty.
The amount of additional tax, interest, and penalty will be
determined as follows:

(a) The amount of additional tax is equal to the differ-
ence between the property tax paid on the land because of its
classified status and the property tax that would have been
paid on the land based on its true and fair value for the seven
tax years preceding the withdrawal or removal. And in the
case of a removal, the taxes owed for the balance of the cur-
rent tax year,

(b) The amount of interest, calculated at the same statu-
tory rate charged on delinquent property taxes specified in
RCW 84.56.020, is based upon the amount of additional tax
determined under (a) of this subsection, starting from the date
the additional tax could have been paid without interest until
the date the tax is paid; and

(c) A penalty amounting to twenty percent of the addi-
tional tax and interest; that is, twenty percent of the total
amount computed in (a) and (b) of this subsection. A penalty
is not imposed when:

(1) The land has been classified for at least ten years at
the time it is withdrawn from classification and the owner
submitted a request to withdraw classification to the assessor
at least two assessment years prior to the date the land is with-
drawn from classification; or

(i1) The use of the land has changed and the change in
use was the result of one of the circumstances listed in RCW
84.34.108(6). See subsection (5) of this section.

(4) Failure to sign notice of continuance. Land will be
removed from current use classification if a new owner fails
to sign the notice of continuance when the classified land is
sold or transferred. Additional tax, interest, and penalty will
be imposed in accordance with RCW 84.34.108(4) because
of this removal. A notice of continuance is not required when
classified land is transferred to a new owner who is the heir or
devisee of a deceased owner and the new owner wishes to
continue classified use (see RCW 84.34.108 (1)(c)). If the
heir or devisee elects not to continue classified use, the land
will be removed from classification and additional tax, inter-
est, and penalty are due.

(5) Exceptions. No additional tax, interest, or penalty
will be imposed if the withdrawal or removal from classifica-
tion resulted solely from any of the following:

(a) Transfer to a governmental entity in exchange for
other land located within the state of Washington;

(b) A taking through the exercise of the power of emi-
nent domain or the sale or transfer to an entity having the
power of eminent domain in anticipation of the exercise of
this power. This entity must have declared its intent to exer-
cise the power of eminent domain in writing or by some other
official action;

(c) A natural disaster such as a flood, windstorm, earth-
quake, or other such calamity rather than an act of the land-
owner changing the use of the property;

(d) Official action by an agency of the state of Washing-
ton or by the county or city in which the land is located disal-
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lowing the current use of classified land. For the purposes of
this section, "official action" includes: City ordinances, zon-
ing restrictions, Growth Management Act, Shoreline Man-
agement Act, and Environmental Policy Act;

(e) Transfer of land to a church when the land would
qualify for a property tax exemption under RCW 84.36.020.
Only the land that would qualify for exemption under RCW
84.36.020 is included within this exception. Additional tax,
interest, and, if appropriate, the penalty will be assessed upon
the remainder of the land withdrawn or removed from classi-
fication;

(f) Acquisition of property interests by public agencies
or private organizations qualified under RCW 84.34.210 or
64.04.130 for the conservation purposes specified therein.
See subsection (6) of this section for a listing of these agen-
cies, organizations, and purposes. However, when the prop-
erty interests are no longer used for one of the purposes enu-
merated in RCW 84.34.210 or 64.04.130, additional tax,
interest, and penalty will be imposed on the owner of the
property at that time;

(g) Removal of land granted classification as farm and
agricultural land under RCW 84.34.020 (2) (f) because the
principal residence of the farm operator or owner and/or
housing for farm and agricultural employees was situated on
it. This exception applies only to the land upon which the
housing is located even if this portion of the agricultural
enterprise has not been allocated a separate parcel number for
assessment and tax purposes;

(h) Removal of classification after a statutory exemption
is enacted that would exempt the land from property tax and
the landowner submits a written request to the assessor to
remove the land from classification. This exception applies
only to newly enacted exemptions that would cause classified
land to go from taxable to exempt status. For example, in
1999 the legislature created a new property tax exemption for
property used for agricultural research and education pro-
grams. If the owner of such land subsequently requests
removal of the land from classification, no additional tax,
interest or penalty are imposed because of this new property
tax exemption authorized by RCW 84.36.570;

(i) The creation, sale, or transfer of forestry riparian
easements under RCW 76.13.120;

(j) The creation, sale, or transfer of a conservation ease-
ment of private forest lands within unconfined channel
migration zones or containing critical habitat for threatened
or endangered species under RCW 76.09.040;

(k) The sale or transfer of land within two years of the
death of an owner who held at least a fifty percent interest in
the land if:

(i) The individual(s) or entity(ies) who received the land
from the deceased owner is selling or transferring the land,
and

(i1) The land has been continuously assessed and valued
as designated forest land under chapter 84.33 RCW or classi-
fied under chapter 84.34 RCW since 1993. The date of death
shown on the death certificate begins the two-year period for
sale or transfer;

(1) The assessor discovers that the land was classified
under chapter 84.34 RCW in error through no fault of the
owner;
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(i) For purposes of this subsection, "fault" means a
knowingly false or misleading statement, or other act or
omission not in good faith, that contributed to the approval of
the application for classification or the failure of the assessor
to remove the land from classification;

(i1) This exception does not apply if an independent basis
for removal exists. Examples of an independent basis for
removal include the owner changing the use of the land or
failing to meet any applicable income criteria required for
classification; or

(m) The result of one of the following changes in classi-
fication because of the owner's request for:

(1) Reclassification from farm and agricultural land
under RCW 84.34.020(2) to: Timber land under RCW
84.34.020(3), open space land under RCW 84.34.020(1), or
forest land under chapter 84.33 RCW;

(i1) Reclassification from timber land under RCW
84.34.020(3) to: Farm and agricultural land under RCW
84.34.020(2), open space land under RCW 84.34.020(1), or
forest land under chapter 84.33 RCW;

(iii) Reclassification from open space/farm and agricul-
tural conservation land under RCW 84.34.020 (1)(c) to farm
and agricultural land under RCW 84.34.020(2) if the land
was previously classified as farm and agricultural land; or

(iv) Reclassification from forest land under chapter
84.33 RCW to open space land under RCW 84.34.020(1).

(6) Land acquired by agencies or organizations qual-
ified under RCW 84.34.210 or 64.04.130. If the purpose for
acquiring classified land is to protect, preserve, maintain,
improve, restore, limit the future use of, or conserve the land
for public use or enjoyment and the classified land is acquired
by any of the following entities, no additional tax, interest, or
penalty will be imposed as long as the property is used for
one of these purposes:

(a) State agency;

(b) Federal agency;

(c) County;

(d) City;

(e) Town;

(f) Metropolitan park district (see RCW 35.61.010);

(g) Metropolitan municipal corporation (see RCW
35.58.020);

(h) Nonprofit historic preservation corporation as
defined in RCW 64.04.130; or

(i) Nonprofit nature conservancy corporation or associa-
tion as defined in RCW 84.34.250.

(7) Removal of classification from land that was pre-
viously designated forest land under chapter 84.33 RCW.
Land that was previously designated as forest land under
chapter 84.33 RCW may be reclassified under chapter 84.34
RCW at the owner's request made no later than thirty days
after removal of the land from designation. If such land is
subsequently removed from the current use program before
the land has been classified under chapter 84.34 RCW for at
least ten assessment years, a combination of compensating
tax imposed under chapter 84.33 RCW and additional tax,
interest, and penalty imposed under chapter 84.34 RCW is
due. RCW 84.33.145 explains the way in which these taxes
are to be calculated.

[Statutory Authority: RCW 84.08.070, 84.34.141, 84.36.865, 84.52.0502.
09-19-010, § 458-30-300, filed 9/3/09, effective 10/4/09. Statutory Author-
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ity: RCW 84.33.140, 84.34.055, 84.34.108, 84.34.141, and 84.08.070. 07-
21-097, § 458-30-300, filed 10/18/07, effective 11/18/07. Statutory Author-
ity: RCW 84.34.141. 01-24-030, § 458-30-300, filed 11/27/01, effective
12/28/01. Statutory Authority: RCW 84.08.110, 84.08.070, 84.34.141 and
84.34.360. 95-21-002, § 458-30-300, filed 10/4/95, effective 11/4/95. Statu-
tory Authority: RCW 84.08.010 and 84.08.070. 90-24-087, § 458-30-300,
filed 12/5/90, effective 1/5/91. Statutory Authority: RCW 84.08.010(2),
84.34.141 and chapter 84.34 RCW. 88-23-062 (Order PT 88-12), § 458-30-
300, filed 11/15/88.]

WAC 458-30-590 Rate of inflation—Publication—
Interest rate—Calculation. (1) Introduction. This section
sets forth the rates of inflation discussed in WAC 458-30-
550. It also explains the department of revenue's obligation to
annually publish a rate of inflation and the manner in which
this rate is determined.

(2) General duty of department—Basis for inflation
rate. Each year the department determines and publishes a
rule establishing an annual rate of inflation. This rate of infla-
tion is used in computing the interest that is assessed when
farm and agricultural or timber land, which are exempt from
special benefit assessments, is withdrawn or removed from
current use classification.

(a) The rate of inflation is based upon the implicit price
deflator for personal consumption expenditures calculated by
the United States Department of Commerce. This rate is used
to calculate the rate of interest collected on exempt special
benefit assessments.

(b) The rate is published by December 3 1st of each year
and applies to all withdrawals or removals from farm and
agricultural or timber land classification that occur the fol-
lowing year.

(3) Assessment of rate of interest. An owner of classi-
fied farm and agricultural or timber land is liable for interest
on the exempt special benefit assessment. Interest accrues
from the date the local improvement district is created until
the land is withdrawn or removed from classification. Interest
accrues and is assessed in accordance with WAC 458-30-
550.

(a) Interest is assessed only for the time (years and
months) the land remains classified under RCW 84.34.020
(2) or (3).

(b) If the classified land is exempt from the special ben-
efit assessment for more than one year, the annual inflation
rates are used to calculate an average rate of interest. This
average is determined by adding the inflation rate for each
year the classified land was exempt from the special benefit
assessment after the local improvement district was created.
The sum of the inflation rates is then divided by the number
of years involved to determine the applicable rate of interest.

(c) Example. A local improvement district for a domestic
water supply system was created in January 1990 and the
owner used the statutory exemption provided in RCW
84.34.320. On July 1, 1997, the land was removed from the
farm and agricultural classification. An average interest rate
was calculated using the inflation rates for 1990 through
1997. The owner was then notified of the amount of previ-
ously exempt special benefit assessment, plus the average
interest rate.

(4) Rates of inflation. The rates of inflation used to cal-
culate the interest as required by WAC 458-30-550 are as fol-
lows:
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YEAR PERCENT YEAR PERCENT
1976 5.6 1977 6.5
1978 7.6 1979 11.3
1980 13.5 1981 10.3
1982 6.2 1983 32
1984 43 1985 35
1986 1.9 1987 3.7
1988 4.1 1989 4.8
1990 5.4 1991 4.2
1992 33 1993 2.7
1994 22 1995 2.3
1996 2.2 1997 2.1
1998 0.85 1999 1.42
2000 2.61 2001 1.89
2002 1.16 2003 1.84
2004 2.39 2005 2.54
2006 3.42 2007 2.08
2008 4.527 2009 -0.85 (negative)

[Statutory Authority: RCW 84.34.360. 10-02-027, § 458-30-590, filed
12/29/09, effective 1/1/10; 08-24-115, § 458-30-590, filed 12/3/08, effective
1/3/09; 08-04-050, § 458-30-590, filed 1/31/08, effective 3/2/08. Statutory
Authority: RCW 84.34.360 and 84.34.310. 07-01-012, § 458-30-590, filed
12/7/06, effective 1/1/07; 05-24-119, § 458-30-590, filed 12/7/05, effective
1/1/06; 05-01-052, § 458-30-590, filed 12/7/04, effective 1/1/05; 03-24-076,
§ 458-30-590, filed 12/2/03, effective 1/2/04; 02-24-058, § 458-30-590, filed
12/3/02, effective 1/3/03; 02-03-041, § 458-30-590, filed 1/8/02, effective
2/8/02; 00-24-107, § 458-30-590, filed 12/6/00, effective 1/1/01; 99-24-035,
§ 458-30-590, filed 11/23/99, effective 12/24/99; 99-01-068, § 458-30-590,
filed 12/14/98, effective 1/1/99; 98-01-179, § 458-30-590, filed 12/23/97,
effective 1/1/98; 97-02-067, § 458-30-590, filed 12/31/96, effective 1/1/97,
96-01-094, § 458-30-590, filed 12/19/95, effective 1/1/96; 95-06-043, § 458-
30-590, filed 2/24/95, effective 3/27/95. Statutory Authority: RCW 84.34.-
360. 94-11-098, § 458-30-590, filed 5/17/94, effective 6/17/94; 92-22-061, §
458-30-590, filed 10/29/92, effective 11/29/92. Statutory Authority: RCW
84.08.010 and 84.08.070. 90-24-087, § 458-30-590, filed 12/5/90, effective
1/5/91. Statutory Authority: Chapter 84.34 RCW and RCW 84.34.360. 89-
05-010 (Order PT 89-3), § 458-30-590, filed 2/8/89. Statutory Authority:
RCW 84.34.360. 88-07-004 (Order PT 88-4), § 458-30-590, filed 3/3/88; 87-
07-009 (Order PT 87-3), § 458-30-590, filed 3/10/87.]

WAC 458-30-700 Designated forest land—
Removal—Change in status—Compensating tax. (1)
Introduction. This section describes what events trigger the
removal of land from designated forest land status under
chapter 84.33 RCW, the procedures followed for removal,
and the resulting compensating tax.

(2) Events triggering the removal of designated forest
land status. The assessor must remove forest land from its
designated forest land status when:

(a) The owner submits a written request to remove the
owner's land from designated forest land status;

(b) The owner sells or transfers the land to an individual
or entity exempt from property tax because of that individ-
ual's or entity's ownership;

(c) The assessor determines that the land is no longer pri-
marily devoted to and used for growing and harvesting tim-
ber;

(d) The owner has failed to comply with a final adminis-
trative or judicial order made because of the violation of the
restocking, forest management, fire protection, insect and
disease control and forest debris provisions of Title 76 RCW
or the rules that implement Title 76 RCW;,
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(e) Restocking has not occurred to the extent or within
the time specified in the application for designation of the
land;

(f) The owner sells or transfers forest land to a new
owner who has not signed a notice of continuance, except
when the new owner is the heir or devisee of a deceased
owner. RCW 84.33.140(5); or

(g) The assessor discovers that the land was designated
under chapter 84.33 RCW in error.

(3) How to retain designated forest land status when
the land is sold or transferred. When designated forest
land is sold or transferred, the new owner may retain desig-
nated forest land status by filing a signed notice of continu-
ance with the deed. The notice of continuance may be signed
as part of the real estate excise tax (REET) affidavit or as a
separate form if the county has decided it will require owners
to submit both the REET affidavit and an attached separate
notice of continuance. If multiple owners own the land, all
owners or their agent(s) must sign the notice of continuance.
A notice of continuance is not required for a new owner to
retain designated forest land status when the new owner
inherits the property.

(a) The owner may obtain the notice of continuance form
and a real estate excise tax (REET) affidavit from the county.
The county assessor's office has the notice of continuance
form and the county treasurer's office has the REET affidavit.

The notice of continuance may also be obtained on the
internet at http://dor.wa.gov under property tax, "forms."

(b) After the new owner signs the notice of continuance
as part of the REET affidavit and, if required, the separate
notice, the REET affidavit and notice must be submitted to
the assessor for approval. The assessor may also require the
owner to submit a timber management plan before approving
the notice of continuance.

(i) The assessor signs the REET affidavit and indicates
whether the land will or will not qualify to continue as desig-
nated forest land.

(i1) An assessor signs the REET affidavit and approves
the land for continued classification if:

(A) The owner provides a complete and accurate notice
of continuance signed by the new owner demonstrating that
the forest land will continue to qualify as designated forest
land; and

(B) At the assessor's option, the new owner provides a
timber management plan for the property.

(iii) The assessor is allowed up to fifteen days to confirm
that the information upon the notice is complete and accurate.
The assessor may use this time to confirm that the timber
management plan provides:

(A) The correct legal description for the forest land;

(B) The new owner's statement that the forest land is
owned by the same person, consists of twenty or more contig-
uous acres, and is primarily devoted to and used to grow and
harvest timber;

(C) A statement about whether the land is used to graze
livestock;

(D) A brief description of the timber stands located on
the land;

(E) A statement about whether the land has been used in
compliance with the restocking, forest management, fire pro-
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tection, insect and disease control, and forest debris provi-
sions of Title 76 RCW; and

(F) If the land has been recently harvested or supports a
growth of brush and noncommercial type timber, a descrip-
tion of the owner's plan to restock the forest land within three
years.

A timber management plan may contain, but is not
required to contain, any other information that the harvester
needs for its own business purposes (i.e., a statement of goals
for managing the land or identifying resource protection
areas on the land (like riparian buffer areas along a stream or
an unstable slope) that limit harvesting activities).

(iv) If the assessor determines that the notice of continu-
ance or the timber management plan is not accurate or com-
plete, the owner may resubmit the corrected information to
the assessor.

(v) If the assessor determines that the land does not qual-
ify to continue as designated forest land, the assessor
removes the land upon the date of the conveyance and pro-
vides the owner with a notice of removal containing reason(s)
for the removal and the amount of compensating taxes owed.

(c) Once the assessor signs the notice of continuance as
part of the REET affidavit and the separate notice of continu-
ance, if required, the notice(s) are then submitted to the trea-
surer. Before the treasurer can stamp the REET affidavit as
approved for recording, the treasurer collects any REET due
because of the transfer, and collects all compensating tax if
the land does not qualify for continuance as designated forest
land because it was denied continuance by the assessor. The
county recording clerk must not accept any deeds or other
transfer documents unless the treasurer has stamped the
REET affidavit.

(d) A notice of continuance is not required when the
transfer of the forest land is to a new owner who is an heir or
devisee, however, the new owner must continue to meet the
requirements of designated forest land to avoid removal from
designation. The treasurer determines that a transfer is by
inheritance because the claim for the inheritance exemption
is filled out on the REET affidavit with supporting documen-
tation. The treasurer should notify the assessor when forest
land has been transferred by inheritance without a notice of
continuance.

(4) Assessor decisions and procedures. Before remov-
ing the land from its designated forest land status, the asses-
sor follows certain procedures and takes into account circum-
stances that may delay or prevent removal.

(a) The assessor must determine:

(i) The actual area of land to be removed from forest land
status;

(i1)) Whether the land has been exempted from an unre-
tired special benefit assessment;

(iii) The true and fair value of the area being removed as
of January 1st of the year of removal from designation;

(iv) Forest land value for the area to be removed;

(v) The last levy rate that applied for that area; and

(vi) The amount of time the land has been designated as
forest land, including the number of days up to the date of
removal for the current year of removal.

(b) The assessor may require the owner to provide a legal
description of the land area intended for removal when the
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landowner requests removal of owner's land from designated
forest land status.

(c) The remaining land outside of the affected removal
area continues to be designated as forest land if the owner
retains twenty or more contiguous acres primarily devoted to
and used for growing and harvesting timber. If the remaining
land fails to meet the forest land definition because there are
less than twenty contiguous acres primarily devoted to and
used for growing and harvesting timber, the owner may
request reclassification as timber land under the open space
program in chapter 84.34 RCW.

(d) The assessor must provide the owner with a written
notice and an opportunity to be heard by the assessor, or the
assessor's deputy, when the assessor intends to remove the
land because it is no longer primarily devoted to and used for
growing and harvesting timber. RCW 84.33.140 (5)(d). Each
county assessor may set his or her own procedure for giving
a landowner this notice and opportunity to be heard so long as
it is done in a reasonable and consistent manner that ensures
due process for each owner.

() An assessor may not remove forest land merely
because an owner subdivides the land into separate parcels, if
contiguous parcels of the subdivided land still add up to at
least twenty contiguous acres, remain in the same ownership,
and continue to be primarily devoted to and used for growing
and harvesting timber. An assessor may ask an owner of des-
ignated forest land if the use of the land has changed when the
owner subdivides a tract of designated forest land into sepa-
rate parcels.

(f) If the assessor determines the land is no longer prima-
rily devoted to and used for growing and harvesting timber,
but there is a pending acquisition by an entity that would
qualify for exemption from compensating tax under subsec-
tion (6)(e) of this section, the assessor must not remove the
land from its designated forest land status. RCW 84.33.140
(5)(d)(i). In order to prevent removal, the government entity
or other qualified recipient must provide written proof to the
assessor of its intent to acquire the land or documentation that
demonstrates the transaction will qualify for an exemption
from compensating tax under subsection (6)(e) of this sec-
tion. The entity acquiring the land must provide this written
proof within sixty days of a request by the assessor. Thereaf-
ter, once a year, the governmental entity or other recipient
must provide the assessor of the county in which the land is
located written evidence of its intent to acquire the land. This
written evidence must be provided on or before December
31st of each year or at an earlier date if the assessor makes a
written request for such information. RCW 84.33.140 (5)(d)
(i). Upon the assessor's written request, the information must
be provided within sixty days from the date the assessor mails
or hands the request to the owner or the postmark date of the
request, if later.

(g) The assessor must not remove forest land from its
designation if a governmental restriction is imposed on the
land that prohibits, in whole or in part, the harvesting of tim-
ber.

(1) If only a portion of the forest land is impacted by the
governmental restriction, the assessor cannot use the restric-
tion as a basis to remove the remainder of the land from its
designated forest land status.
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(i1) A governmental restriction includes:

(A) Any law, regulation, rule, ordinance, program, or
other action adopted or taken by a federal, state, county, city,
or other governmental entity; or

(B) The land's zoning or its presence within an urban
growth area designated under RCW 36.70A.110.

(5) Removal proceedings. After determining that a trig-
gering event causing removal has occurred, the assessor must
provide timely written notice(s) to the taxpayer. RCW 84.33.-
140 (5)(d) (written notice and opportunity to be heard), RCW
84.33.140(9) (notice of removal). Upon receiving the notice
of removal, the landowner may appeal the removal and/or
apply for reclassification of the land to the open space pro-
gram under chapter 84.34 RCW. If the owner chooses to
appeal the removal, the appeal must be filed within thirty
days of the postmark date for the notice or by July 1st of the
year of removal, whichever is later. If the owner chooses to
apply for reclassification, they must do so within thirty days
of the postmark date of the notice.

(a) When does the land get removed from the desig-
nated forest land status? If the removal is a result of a sale
or transfer, the assessor removes the land on the date of sale
or transfer provided in the legal conveyance. If the removal is
based upon a determination or discovery made about the land
by the assessor or at the request of the owner, the assessor
removes the land on the date shown on the notice of removal
mailed to the owner.

(b) Notice of removal. The assessor uses the notice of
removal to notify the owner that the land has been removed
from designated forest land status. Within thirty days of
removing land from designated forest land status, the asses-
sor must mail a notice of removal to the owner with the rea-
sons for the removal. The owner, seller, or transferor may
appeal the removal to the county board of equalization.

(1) If the property is being removed because the assessor
has determined the land is no longer primarily devoted to and
used for growing and harvesting timber, the assessor provides
two notices. First, the assessor must notify the taxpayer of his
or her intent to remove the property and give the owner an
opportunity to be heard. The assessor may require the owner
to provide pertinent information about the land and its use in
the response to the assessor's first notice. When the assessor
determines that the property still does not qualify as desig-
nated forest land after the first notice is sent, the assessor
mails the owner the second notice, the notice of removal, but
only after:

(A) The owner declines the opportunity to be heard;

(B) The owner fails to timely respond to the first notice;
or

(C) The assessor has received and considered the
owner's timely response to the notice of intent to remove and
nevertheless concludes that the property is no longer prima-
rily devoted to growing and harvesting timber.

(i1) If the removal is based upon an owner's request for
removal, upon receipt of a request for removal from an
owner, the assessor sends the notice of removal to the owner
showing the compensating tax and recording fee due.

(iii) The notice provides the reason(s) for removing the
land from designation and the date of the removal. RCW
84.33.140(9). The notice includes the compensating tax cal-
culated in subsection (6) of this section and the necessary
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recording fees to be paid. It also includes the due date for
payment, along with the landowner's rights to appeal the
removal or the true and fair value at the time of removal, and
the owner's right to apply for the land to be reclassified under
chapter 84.34 RCW. The county must use the notice of
removal form prepared by the department.

(iv) The assessor must also provide written notice of the
removal to any local government filing a notice regarding a
special benefit assessment under RCW 84.33.210 within a
reasonable time after the assessor's decision to remove the
land. The assessor may provide a simple statement with the
legal description of the land, the name of the landowner, and
the date of removal, if he or she includes a copy of the notice
sent to the landowner. RCW 84.33.230.

(c) What happens when an owner chooses to appeal
the removal? Unless the removal is reversed upon appeal,
the assessor continues the process to remove the property
from designated forest land status. The assessor may choose
to delay collection of the compensating tax and recording fee
until the appeal is decided. However, if the assessor post-
pones the collection of the compensating tax and recording
fee, the assessor must notify the treasurer to temporarily
delay collection. The assessor must also notify the owner that
if the determination to remove is upheld, then interest will be
due from the date the compensating tax and recording fee
were due.

(1) If the removal is reversed upon appeal, the assessor
shall reinstate the land as designated forest land, discharge
any lien placed against the land, revise any assessments made
against the property during the interim, refund the recording
fee paid, and refund or cancel any compensating taxes and
interest paid or owing.

(i1) If the removal is upheld upon an appeal in which the
assessor has delayed collection, the compensating tax and
recording fee are due immediately with interest accrued from
the date the tax and fee were originally due. Upon receiving
notice of the decision upholding the removal, the assessor
must immediately notify the treasurer to collect any unpaid
compensating taxes, fees, and interest on the land.

(d) What happens when an owner applies to have the
land reclassified under chapter 84.34 RCW? Ifan applica-
tion for reclassification is submitted by the owner no later
than thirty days after the notice of removal was mailed, the
forest land is not removed from classification until the appli-
cation for reclassification under chapter 84.34 RCW is denied
or later removed from classification under RCW 84.34.108.
RCW 84.33.145(1).

(i) An application for reclassification is processed in the
same manner as an initial application for classification under
chapter 84.34 RCW.

(i) A timber management plan must be filed with the
county legislative authority within sixty days of the date the
application for reclassification under this chapter or from
designated forest land under chapter 84.33 RCW is received.
The application for reclassification will be accepted, but may
not be processed until this plan is received.

(A) If this plan is not received within sixty days of the
date the application for reclassification is received, the appli-
cation will be denied.

(B) If circumstances require it, the assessor may allow an
extension of time for submitting a timber management plan
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when an application for reclassification is received. The
applicant will be notified of this extension in writing. When
the assessor extends the filing deadline for this plan, the
county legislative authority may delay processing the appli-
cation until the plan is received. If the timber management
plan is not received by the date set by the assessor, the appli-
cation for reclassification will be automatically denied.

(iii)) When the owner sells or transfers land (or a portion
of the land) while an application for reclassification is pend-
ing, an assessor may accept a notice of continuation, and
allow the owner to revise the application for reclassification
to reflect the name of the new owner of the property.

(iv) If the application for reclassification under chapter
84.34 RCW is approved, the assessor shall transfer the prop-
erty to its new classification.

(v) If the application for reclassification under chapter
84.34 RCW is denied, the assessor must record the removal
notice and inform the treasurer's office to immediately begin
collection of the compensating tax and the recording fee.

(6) Compensating tax. Compensating tax is imposed
when land is removed from its designated forest land status.
This tax recaptures taxes that would have been paid on the
land if it had been assessed and taxed at its true and fair value
instead of the forest land value.

Title 458 WAC: Revenue, Department of

(a) Calculating the compensating tax. The assessor
uses the current year's levy rate, the forest land value, and the
true and fair value for the area to be removed from forest land
status to calculate the compensating tax. The compensating
tax consists of two parts: The recapture of taxes for previous
years that the land was designated as forest land, up to a max-
imum of nine years; and the recapture of taxes for the portion
of the current year up to the date of removal in the year the
land is removed from designation. RCW 84.33.140(11).

(1) The compensating tax for the previous years is calcu-
lated by determining the difference between the amount of
taxes assessed at the forest land value for the removal area
and the amount of taxes that would have been paid if the land
had been valued at its true and fair value in the year of
removal. That difference is multiplied by the number of years
the land was designated as forest land up to a maximum of
nine years.

(i) The compensating tax for the portion of the year of
removal from January 1st to the date of removal is calculated
by determining the difference between the amount of taxes
assessed at the forest land value and the taxes that would have
been paid if the land had been valued at its true and fair value
for the portion of the year up to the removal date.

(b) Formulas for calculating taxes after removal:

(1) Calculation of prior year's compensating tax:

True and Fair
Value of Land Last levy Rate
(Jan 1st of year Forest Land Value Extended Years (not to
removed) Less at time of removal | Multiplied by Against Land Multiplied by exceed 9) Equals Compensating Tax
$— - $— X $F— X = $——

(i1) Calculation of current year's taxes to date of removal:
+ 365

No. of days designated

No. of days in year

Proration factor

as forest land (To items (A) and (B))

(A) 8 X _ ”
Market value Levy rate Proration factor

®) 3 X _ s
Forest land value Levy rate Proration factor

(C) Amount of compensating tax for current year ((A) minus (B)) = S__

(c) The assessor notifies the treasurer of the amount
of compensating tax and the due date for the tax by pro-
viding the treasurer a copy of the removal notice. Com-
pensating tax is due and payable to the county treasurer thirty
days after the assessor mails to the owner the notice of
removal informing the owner of the reasons for removal and
the amount of compensating tax due. RCW 84.33.140(11).
However, when property is sold or transferred, any compen-
sating tax owed must be paid to the county treasurer before
recording the conveyance. The county recording authority
will not accept any instrument transferring the land, unless
the compensating tax was paid or was not owed.

(d) What happens if the compensating tax is not paid
on the due date? If the compensating tax is not paid by the
due date, the tax is considered delinquent. Interest, set at the
statutory rate for delinquent property taxes specified in RCW
84.56.020, will accrue against the amount of the outstanding
taxes from the due date until the entire amount owing is paid.
Unpaid compensating tax and interest becomes a lien on the
land. RCW 84.60.020.
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(i) This lien attaches at the time the forest land is
removed from designation.

(i1) The lien has priority over any recognizance, mort-
gage, judgment, debt, obligation, or responsibility against the
land.

(iii) This lien must be fully paid before any other recog-
nizance, mortgage, judgment, debt, obligation, or responsi-
bility may be charged against the land.

(iv) The lien can be foreclosed upon expiration of the
same period after delinquency and in the same manner as
liens for delinquent real property taxes are foreclosed under
RCW 84.64.050. RCW 84.33.140(12).

(e) Compensating tax is not imposed on land removed
from the forest land designation if the removal resulted
solely from any of the following:

(i) A transfer to a government entity in exchange for
other forest land within Washington state;

(ii) A transfer under either the power of eminent domain
or upon the threat of eminent domain by an entity with the
power of eminent domain that intends to exercise this power.
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The entity must threaten to exercise eminent domain in writ-
ing or demonstrate this threat by some other official action;

(iii) A donation of fee title, development rights, or the
right to harvest timber in order to protect, preserve, maintain,
improve, restore, limit the future use, or conserve the prop-
erty for public use or enjoyment (see RCW 84.34.210 and
64.04.130). Provided, this donation is made to a:

(A) State agency;

(B) Federal agency;

(C) County;

(D) City;

(E) Town;

(F) Metropolitan park district (see RCW 35.61.010);

(G) Metropolitan municipal corporation (see RCW
35.58.020);

(H) Nonprofit historic preservation corporation as
defined in RCW 64.04.130; or

(I) Nonprofit nature conservancy corporation or associa-
tion as defined in RCW 84.34.250.

However, when the land is no longer being used for one of
the purposes listed above, compensating tax will be imposed
on the owner of the land at that time;

(iv) The sale or transfer of fee title to a government entity
(see the governmental entities listed in subsection (6)(e)(iii)
of this section) or a nonprofit nature conservancy corporation
as defined in RCW 64.04.130 exclusively for the protection
and conservation of lands recommended for state natural area
preserve purposes by the natural heritage advisory council
under its established natural heritage plan as defined in chap-
ter 79.70 RCW (natural area preserves). However, if the land
is no longer used to protect and conserve the area for state
natural area preserve purposes, or fails to comply with the
terms of a natural heritage plan, compensating tax will be
imposed on the owner of the land at that time;

(v) A sale or transfer of fee title to the state's parks and
recreations commission for park and recreation purposes;

(vi) An official action of an agency of the state of Wash-
ington or the county or city in which the land is located disal-
lowing the current use of the land. "Official action" includes
city ordinances, zoning restrictions, the Growth Management
Act, the Shoreline Management Act, and the Environmental
Policy Act;

(vii) The creation, sale, or transfer of forestry riparian
easements under RCW 76.13.120;

(viii) The creation, sale, or transfer of a conservation
easement of private forest lands within unconfined channel
migration zones or containing critical habitat for threatened
or endangered species under RCW 76.09.040;

(ix) In a county with a population of more than six hun-
dred thousand, a transfer of a property interest to a govern-
ment entity, or to a nonprofit historic preservation corpora-

365
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tion or nonprofit nature conservancy corporation (as these
corporations are defined in RCW 64.04.130) and the property
interest being transferred is to:

(A) Protect or enhance public resources; or

(B) Preserve, maintain, improve, restore, limit the future
use of, or otherwise to conserve for public use or enjoyment.
When the land is no longer being used for any of these pur-
poses, the owner of the land at the time will be required to pay
compensating tax. RCW 84.33.140 (12) and (13);

(x) The sale or transfer of forest land within two years
after the death of an owner who held at least a fifty percent
interest in the land if:

(A) The individual(s) or entity(s) who received the land
from the deceased owner is selling or transferring the land;
and

(B) The land has been continuously assessed and valued
as designated forest land under chapter 84.33 RCW or classi-
fied under chapter 84.34 RCW since 1993. The date of death
shown on the death certificate begins the two-year period for
sale or transfer; or

(xi) The assessor discovers that the land was designated
under chapter 84.33 RCW in error through no fault of the
owner;

(A) For purposes of this subsection, "fault" means a
knowingly false or misleading statement, or other act or
omission not in good faith, that contributed to the approval of
the application for designation or the failure of the assessor to
remove the land from designation;

(B) This exception does not apply if an independent
basis for removal exists. An example of an independent basis
for removal includes the land is no longer devoted to and
used for the growing and harvesting of timber.

(7) When will the land be assessed at its true and fair
value and the taxes become payable? The land will be
assessed at its true and fair value on the date it is removed
from forest land status. The assessor revalues the land
removed from designated forest land status with reference to
its true and fair value on January st in the year of removal.
RCW 84.33.140(10). The property tax for the remainder of
the year following the date of removal is based on land's true
and fair value.

(a) To calculate the increase the assessor must determine
the number of days remaining in the year from the date of
removal. The increase in property tax is due on the same due
date as all other property taxes are due for the year (generally,
April 30th and October 1st of the current year. See RCW
84.56.020).

(b) Formula for calculating the increase in property taxes
for the remainder of the year in which the land is being
removed:

(i) +
No. of days from date of
removal to the end of the

year

No. of days in year

Proration factor for true
and fair land value

(i1) $ X X = $
Market value Levy rate Proration factor
(i) S X X =
Forest land value Levy rate Proration factor
(iv) Total amount of increased taxes for current year ((ii) minus (iii)) = $___
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(c) If the taxes for the year of removal have not yet been
billed, the tax should be recalculated based on the true and
fair value of the land removed for the portion of the year fol-
lowing the date of removal.

(d) An owner may appeal the true and fair value of the
land used to calculate the increase in the remaining current
year's taxes or the compensating taxes within thirty days of
the notice (or up to sixty days if such time limit has been
adopted by the county legislative authority) or on or before
July Ist, whichever is later. RCW 84.40.038.

(8) What happens when forest land reclassified under
chapter 84.34 RCW is later removed from that classifica-
tion before ten years have passed? If reclassified forest
land is later removed, a combination of compensating tax and
additional tax will be imposed unless the basis for removal is
one of the circumstances listed as exempt from additional tax
under RCW 84.34.108(6).

(a) The amount of compensating tax is equal to the dif-
ference, if any, between the amount of property tax last levied
on the land as designated forest land and an amount equal to
the new true and fair value of the land when removed from
classification under RCW 84.34.108 multiplied by the dollar
rate of the last property tax levy extended against the land,
multiplied by

(b) A number equal to:

(i) The number of years the land was designated as forest
land under chapter 84.33 RCW, if the total number of years
the land was designated under chapter 84.33 RCW and clas-
sified under chapter 84.34 RCW is less than ten; or

(i1) Ten minus the number of years the land was classi-
fied under chapter 84.34 RCW, if the total number of years
the land was designated under chapter 84.33 RCW and clas-
sified under chapter 84.34 RCW is at least ten.

[Statutory Authority: RCW 84.08.070, 84.34.141, 84.36.865, 84.52.0502.
09-19-010, § 458-30-700, filed 9/3/09, effective 10/4/09. Statutory Author-
ity: RCW 84.33.140, 84.34.055, 84.34.108, 84.34.141, and 84.08.070. 07-
21-097, § 458-30-700, filed 10/18/07, effective 11/18/07. Statutory Author-
ity: RCW 84.34.141, 84.34.020, and 84.34.030. 02-20-041, § 458-30-700,
filed 9/24/02, effective 10/25/02. Statutory Authority: RCW 82.32.300,
84.33.096, and 84.33.140. 02-05-043, § 458-30-700, filed 2/13/02, effective
3/16/02.]

Chapter 458-40 WAC
TAXATION OF FOREST LAND AND TIMBER

WAC

458-40-540 Forest land values—2010.

458-40-610 Timber excise tax—Definitions.

458-40-660 Timber excise tax—Stumpage value tables—Stumpage

value adjustments.

WAC 458-40-540 Forest land values—2010. The for-
est land values, per acre, for each grade of forest land for the
2010 assessment year are determined to be as follows:

LAND OPERABILITY 2010
GRADE CLASS VALUES ROUNDED

1 $209

1 2 207

3 194

4 140
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LAND OPERABILITY 2010
GRADE CLASS VALUES ROUNDED
1 175
2 2 170
3 163
4 117
1 137
3 2 133
3 132
4 101
1 105
4 2 102
3 101
4 77
1 76
5 2 69
3 68
4 47
1 39
6 2 36
3 36
4 34
1 17
7 2 17
3 16
4 16
8 1 1

[Statutory Authority: RCW 82.01.060(2), 82.32.300, 84.33.096, and
84.33.091. 10-02-031, § 458-40-540, filed 12/29/09, effective 1/1/10; 09-02-
044, § 458-40-540, filed 12/31/08, effective 1/1/09; 08-02-063, § 458-40-
540, filed 12/28/07, effective 1/1/08; 07-02-038, § 458-40-540, filed
12/26/06, eftective 1/1/07. Statutory Authority: RCW 82.01.060(2), 82.32.-
300, 84.33.096, and 84.33.140. 06-02-006, § 458-40-540, filed 12/22/05,
effective 1/1/06; 05-02-037, § 458-40-540, filed 12/30/04, effective 1/1/05.
Statutory Authority: RCW 82.32.300 and 84.33.140. 04-02-018, § 458-40-
540, filed 12/30/03, effective 1/1/04. Statutory Authority: RCW 82.01.-
060(2), 82.32.300, 84.33.096, 84.33.091, and 84.33.140. 03-02-004, § 458-
40-540, filed 12/19/02, effective 1/1/03. Statutory Authority: RCW 82.32.-
300, 84.33.096, 84.33.091 and 84.33.120. 02-02-033, § 458-40-540, filed
12/24/01, effective 1/1/02. Statutory Authority: RCW 82.32.300, 84.33.096
and 84.33.120. 01-02-018, § 458-40-540, filed 12/21/00, eftective 1/1/01;00-
02-018, § 458-40-540, filed 12/27/99, effective 1/1/00; 99-02-030, § 458-40-
540, filed 12/30/98, effective 1/1/99; 98-02-014, § 458-40-540, filed
12/30/97, effective 1/1/98; 97-07-041, § 458-40-540, filed 3/14/97, effective
4/14/97; 96-02-055, § 458-40-540, filed 12/29/95, effective 1/1/96. Statutory
Authority: RCW 82.32.300 and 84.33.120. 95-02-039, § 458-40-540, filed
12/30/94, effective 1/1/95. Statutory Authority: RCW 82.32.300. 94-02-
046, § 458-40-540, filed 12/30/93, effective 1/1/94. Statutory Authority:
RCW 84.33.120. 93-02-024, § 458-40-540, filed 12/31/92, effective 1/1/93;
91-24-026, § 458-40-540, filed 11/26/91, effective 1/1/92. Statutory Author-
ity: RCW 84.33.120 and 84.08.010. 90-24-012, § 458-40-540, filed
11/27/90, effective 12/28/90; 89-23-095, § 458-40-540, filed 11/21/89,
effective 12/22/89. Statutory Authority: RCW 84.33.120 and 84.33.130. 88-
23-055 (Order FT-88-3), § 458-40-540, filed 11/15/88; 87-22-068 (Order
FT-87-3), § 458-40-540, filed 11/4/87. Statutory Authority: Chapter 84.33
RCW. 87-02-023 (Order 86-4), § 458-40-540, filed 12/31/86.]

WAC 458-40-610 Timber excise tax—Definitions. (1)
Introduction. The purpose of WAC 458-40-610 through
458-40-690 is to prescribe the policies and procedures for the
taxation of timber harvested from public and private forest
lands as required by RCW 84.33.010 through 84.33.096.

Unless the context clearly requires otherwise, the defini-
tions in this rule apply to WAC 458-40-610 through 458-40-
690. In addition to the definitions found in this rule, defini-
tions of technical forestry terms may be found in The Dictio-
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nary of Forestry, 1998, edited by John A. Helms, and pub-
lished by the Society of American Foresters.

(2) Codominant trees. Trees whose crowns form the
general level of the main canopy and receive full light from
above, but comparatively little light from the sides.

(3) Competitive sales. The offering for sale of timber
which is advertised to the general public for sale at public
auction under terms wherein all qualified potential buyers
have an equal opportunity to bid on the sale, and the sale is
awarded to the highest qualified bidder. The term "competi-
tive sales" includes making available to the general public
permits for the removal of forest products.

(4) Cord measurement. A measure of wood with
dimensions of 4 feet by 4 feet by 8 feet (128 cubic feet).

(5) Damaged timber. Timber where the stumpage val-
ues have been materially reduced from the values shown in
the applicable stumpage value tables due to damage resulting
from fire, blow down, ice storm, flood, or other sudden
unforeseen causes.

(6) Dominant trees. Trees whose crowns are higher than
the general level of the main canopy and which receive full
light from the sides as well as from above.

(7) Firewood. Commercially traded firewood is consid-
ered scaled utility log grade as defined in subsection (14) of
this section.

(8) Forest-derived biomass. Forest-derived biomass
consists of tree limbs, tops, needles, leaves, and other woody
debris that are residues from such activities as timber harvest-
ing, forest thinning, fire suppression, or forest health. Forest-
derived biomass does not include scalable timber products or
firewood (defined in WAC 458-40-650).

(9) Harvest unit. An area of timber harvest, defined and
mapped by the harvester before harvest, having the same
stumpage value area, hauling distance zone, harvest adjust-
ments, harvester, and harvest identification. The harvest
identification may be a department of natural resources forest
practice application number, public agency harvesting permit
number, public sale contract number, or other unique identi-
fier assigned to the timber harvest area prior to harvest oper-
ations. A harvest unit may include more than one section, but
harvest unit may not overlap a county boundary.

(10) Harvester. Every person who from the person's
own land or from the land of another under a right or license
granted by lease or contract, either directly or by contracting
with others for the necessary labor or mechanical services,
fells, cuts, or takes timber for sale or for commercial or indus-
trial use. The term "harvester" does not include persons per-
forming under contract the necessary labor or mechanical
services for a harvester. In cases where the identity of the har-
vester is in doubt, the department of revenue will consider the
owner of the land from which the timber was harvested to be
the harvester and the one liable for paying the tax.

The definition above applies except when the United
States or any instrumentality thereof, the state, including its
departments and institutions and political subdivisions, or
any municipal corporation therein so fells, cuts, or takes tim-
ber for sale or for commercial or industrial use. When a gov-
ernmental entity described above fells, cuts, or takes timber,
the harvester is the first person, other than another govern-
mental entity as described above, acquiring title to or a pos-
sessory interest in such timber.

458-40-610

(11) Harvesting and marketing costs. Only those costs
directly and exclusively associated with harvesting mer-
chantable timber from the land and delivering it to the buyer.
The term includes the costs of piling logging residue on site,
and costs to abate extreme fire hazard when required by the
department of natural resources. Harvesting and marketing
costs do not include the costs of other consideration (for
example, reforestation, permanent road construction), treat-
ment to timber or land that is not a necessary part of a com-
mercial harvest (for example, precommercial thinning, brush
clearing, land grading, stump removal), costs associated with
maintaining the option of land conversion (for example,
county fees, attorney fees, specialized site assessment or
evaluation fees), or any other costs not directly and exclu-
sively associated with the harvesting and marketing of mer-
chantable timber. The actual harvesting and marketing costs
must be used in all instances where documented records are
available. When the taxpayer is unable to provide docu-
mented proof of such costs, or when harvesting and market-
ing costs can not be separated from other costs, the deduction
for harvesting and marketing costs is thirty-five percent of
the gross receipts from the sale of the logs.

(12) Hauling distance zone. An area with specified
boundaries as shown on the statewide stumpage value area
and hauling distance zone maps contained in WAC 458-40-
640, having similar accessibility to timber markets.

(13) Legal description. A description of an area of land
using government lots and standard general land office subdi-
vision procedures. If the boundary of the area is irregular, the
physical boundary must be described by metes and bounds or
by other means that will clearly identify the property.

(14) Log grade. Those grades listed in the "Official Log
Scaling and Grading Rules" developed and authored by the
Northwest Log Rules Advisory Group (Advisory Group).
"Utility grade" means logs that do not meet the minimum
requirements of peeler or sawmill grades as defined in the
"Official Log Scaling and Grading Rules" published by the
Advisory Group but are suitable for the production of firm
useable chips to an amount of not less than fifty percent of the
gross scale; and meeting the following minimum require-
ments:

(a) Minimum gross diameter—two inches.

(b) Minimum gross length—twelve feet.

(¢) Minimum volume—ten board feet net scale.

(d) Minimum recovery requirements—one hundred per-
cent of adjusted gross scale in firm useable chips.

(15) Lump sum sale. Also known as a cash sale or an
installment sale, it is a sale of timber where all the volume
offered is sold to the highest bidder.

(16) MBF. One thousand board feet measured in Scrib-
ner Decimal C Log Scale Rule.

(17) Noncompetitive sales. Sales of timber in which the
purchaser has a preferential right to purchase the timber or a
right of first refusal.

(18) Other consideration. Value given in lieu of cash as
payment for stumpage, such as improvements to the land that
are of a permanent nature. Some examples of permanent
improvements are as follows: Construction of permanent
roads; installation of permanent bridges; stockpiling of rock
intended to be used for construction or reconstruction of per-

[2010 WAC Supp—page 39]



458-40-610

manent roads; installation of gates, cattle guards, or fencing;
and clearing and reforestation of property.

(19) Permanent road. A road built as part of the har-
vesting operation which is to have a useful life subsequent to
the completion of the harvest.

(20) Private timber. All timber harvested from privately
owned lands.

(21) Public timber. Timber harvested from federal,
state, county, municipal, or other government owned lands.

(22) Remote island. An area of land which is totally sur-
rounded by water at normal high tide and which has no bridge
or causeway connecting it to the mainland.

(23) Scale sale. A sale of timber in which the amount
paid for timber in cash and/or other consideration is the arith-
metic product of the actual volume harvested and the unit
price at the time of harvest.

(24) Small harvester. A harvester who harvests timber
from privately or publicly owned forest land in an amount not
exceeding two million board feet in a calendar year.

(25) Species. A grouping of timber based on biological
or physical characteristics. In addition to the designations of
species or subclassifications defined in Agriculture Hand-
book No. 451 Checklist of United States Trees (native and
naturalized) found in the state of Washington, the following
are considered separate species for the purpose of harvest
classification used in the stumpage value tables:

(a) Other conifer. All conifers not separately designated
in the stumpage value tables. See WAC 458-40-660.

(b) Other hardwood. All hardwoods not separately des-
ignated in the stumpage value tables. See WAC 458-40-660.

(c) Special forest products. The following are consid-
ered to be separate species of special forest products: Christ-
mas trees (various species), posts (various species), western
redcedar flatsawn and shingle blocks, western redcedar shake
blocks and boards.

(d) Chipwood. All timber processed to produce chips or
chip products delivered to an approved chipwood destination
that has been approved in accordance with the provisions of
WAC 458-40-670 or otherwise reportable in accordance with
the provisions of WAC 458-40-670.

(e) Small logs. All conifer logs harvested in stumpage
value areas 6 or 7 generally measuring seven inches or less in
scaling diameter, purchased by weight measure at designated
small log destinations that have been approved in accordance
with the provisions of WAC 458-40-670. Log diameter and
length is measured in accordance with the Eastside Log Scal-
ing Rules developed and authored by the Northwest Log
Rules Advisory Group, with length not to exceed twenty feet.

(f) Sawlog. For purposes of timber harvest in stumpage
value areas 6 and 7, a sawlog is a log having a net scale of not
less than 33 1/3% of gross scale, nor less than ten board feet
and meeting the following minimum characteristics: Gross
scaling diameter of five inches and a gross scaling length of
eight feet.

(g) Piles. All logs sold for use or processing as piles that
meet the specifications described in the most recently pub-
lished edition of the Standard Specification for Round Tim-
ber Piles (Designation: D 25) of the American Society for
Testing and Materials.

(h) Poles. All logs sold for use or processing as poles that
meet the specifications described in the most recently pub-
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lished edition of the National Standard for Wood Poles—
Specifications and Dimensions (ANSI 05.1) of the American
National Standards Institute.

(26) Stumpage. Timber, having commercial value, as it
exists before logging.

(27) Stumpage value. The true and fair market value of
stumpage for purposes of immediate harvest.

(28) Stumpage value area (SVA). An area with speci-
fied boundaries which contains timber having similar grow-
ing, harvesting and marketing conditions.

(29) Taxable stumpage value. The value of timber as
defined in RCW 84.33.035(7), and this chapter. Except as
provided below for small harvesters and public timber, the
taxable stumpage value is the appropriate value for the spe-
cies of timber harvested as set forth in the stumpage value
tables adopted under this chapter.

(a) Small harvester option. Small harvesters may elect
to calculate the excise tax in the manner provided by RCW
84.33.073 and 84.33.074. The taxable stumpage value must
be determined by one of the following methods as appropri-
ate:

(i) Sale of logs. Timber which has been severed from the
stump, bucked into various lengths and sold in the form of
logs has a taxable stumpage value equal to the actual gross
receipts for the logs, less any costs associated with harvesting
and marketing the timber.

(ii) Sale of stumpage. When standing timber is sold and
harvested within twenty-four months of the date of sale, its
taxable stumpage value is the actual purchase price in cash
and/or other consideration for the stumpage for the most
recent sale prior to harvest. If a person purchases stumpage,
harvests the timber more than twenty-four months after pur-
chase of the stumpage, and chooses to report under the small
harvester option, the taxable stumpage value is the actual
gross receipts for the logs, less any costs associated with har-
vesting and marketing the timber. See WAC 458-40-626 for
timing of tax liability.

(b) Public timber. The taxable stumpage value for pub-
lic timber sales is determined as follows:

(i) Competitive sales. The taxable stumpage value is the
actual purchase price in cash and/or other consideration. The
value of other consideration is the fair market value of the
other consideration; provided that if the other consideration is
permanent roads, the value is the appraised value as
appraised by the seller. If the seller does not provide an
appraised value for roads, the value is the actual costs
incurred by the purchaser for constructing or improving the
roads. Other consideration includes additional services
required from the stumpage purchaser for the benefit of the
seller when these services are not necessary for the harvesting
or marketing of the timber. For example, under a single
stumpage sale's contract, when the seller requires road aban-
donment (as defined in WAC 222-24-052(3)) of constructed
or reconstructed roads which are necessary for harvesting and
marketing the timber, the construction and abandonment
costs are not taxable. Abandonment activity on roads that
exist prior to a stumpage sale is not necessary for harvesting
and marketing the purchased timber and those costs are tax-
able.

(i) Noncompetitive sales. The taxable stumpage value
is determined using the department of revenue's stumpage
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value tables as set forth in this chapter. Qualified harvesters
may use the small harvester option.

(iii) Sale of logs. The taxable stumpage value for public
timber sold in the form of logs is the actual purchase price for
the logs in cash and/or other consideration less appropriate
deductions for harvesting and marketing costs. Refer above
for a definition of "harvesting and marketing costs."

(iv) Defaulted sales and uncompleted contracts. In
the event of default on a public timber sale contract, wherein
the taxpayer has made partial payment for the timber but has
not removed any timber, no tax is due. If part of the sale is
logged and the purchaser fails to complete the harvesting,
taxes are due on the amount the purchaser has been billed by
the seller for the volume removed to date. See WAC 458-40-
628 for timing of tax liability.

(30) Thinning. Timber removed from a harvest unit
located in stumpage value area 1, 2, 3, 4, 5, or 10:

(a) When the total volume removed is less than forty per-
cent of the total merchantable volume of the harvest unit prior
to harvest; and

(b) The harvester leaves a minimum of one hundred
undamaged, evenly spaced, dominant or codominant trees
per acre of a commercial species or combination thereof.
[Statutory Authority: RCW 82.01.060(2), 82.32.300, 84.33.096, and
84.33.091. 09-14-108, § 458-40-610, filed 6/30/09, effective 7/31/09. Statu-
tory Authority: RCW 82.32.300, 82.01.060(2), and 84.33.096. 06-17-186, §
458-40-610, filed 8/23/06, effective 9/23/06; 06-02-007, § 458-40-610, filed
12/22/05, effective 1/22/06; 05-08-070, § 458-40-610, filed 3/31/05, effec-
tive 5/1/05. Statutory Authority: RCW 82.32.300 and 84.33.096. 02-21-005,
§ 458-40-610, filed 10/3/02, effective 11/3/02; 00-24-068, § 458-40-610,
filed 12/1/00, effective 1/1/01. Statutory Authority: RCW 82.32.330,
84.33.096 and 84.33.091. 96-02-054, § 458-40-610, filed 12/29/95, effective
1/1/96. Statutory Authority: RCW 82.32.330 and 84.33.096. 95-18-026, §
458-40-610, filed 8/25/95, effective 8/25/95. Statutory Authority: RCW
84.33.096 and 82.32.300. 90-14-033, § 458-40-610, filed 6/29/90, effective

7/30/90. Statutory Authority: Chapter 84.33 RCW. 87-02-023 (Order 86-4),
§ 458-40-610, filed 12/31/86.]
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TABLE 1—Proposed Stumpage Value Table
Stumpage Value Area 1
January 1 through June 30, 2010

Stumpage Values per Thousand Board Feet Net Scribner Log Scale()

Timber Hauling

Quality Distance Zone Number
Species Species  Code
Name Code Number 1 2 3 4 5
Red Alder RA 1 284 277 270 263 256

2 245 238 231 224 217

Black Cottonwood BC 1 11 4 1 1 1
Other Hardwood OH 1 130 123 116 109 102
Douglas-Fir Poles & Piles DFL 1 517 510 503 496 489
Western Redcedar Poles RCL 1 1337 1330 1323 1316 1309
Chipwood® CHW 1 3 2 1 1 1
RC Shake & Shingle RCS 1 144 137 130 123 116
Blocks®
RC & Other Posts(® RCP 1 0.45 045 0.45 0.45 045
DF Christmas Trees(” DFX 1 0.25 0.25 0.25 0.25 0.25
Other Christmas Trees(” TFX 1 0.50 0.50 0.50 0.50 0.50

(M Log scale conversions Western and Eastern Washington. See conver-
sion methods WAC 458-40-680.

@ Includes Alaska-Cedar.

®) Includes all Hemlock, Spruce, true Fir species and Pines, or any other
conifer not listed in this table.

@ Stumpage value per ton.

® Stumpage value per cord.

© Stumpage value per 8 lineal feet or portion thereof.
Q) Stumpage value per lineal foot.

TABLE 2—Proposed Stumpage Value Table
Stumpage Value Area 2
January 1 through June 30, 2010

Stumpage Values per Thousand Board Feet Net Scribner Log Scale()

Timber Hauling
. . Quality Distance Zone Number
WAC 458-40-660 Timber excise tax—Stumpage Species Species  Code
value tables—Stumpage value adjustments. (1) Introduc- Name Code Number 1 2 3 4 5
tion. This rule provides stumpage value tables and stumpage Douglas-Fir DF 1 $229 $222 $215 $208 $201
value adjustments used to calculate the amount of a har- 2 229 222 215 208 201
vester's timber excise tax. 3 229 222 215 208 201
. 4 229 222 215 208 201
(2) Stumpage value tables. The following stumpage Westorn Redoedar® RC 1 539 532 525 518 511
value tables are used to calculate the taxable value of stump- Western Hemlock® WH 1 170 163 156 149 142
age harvested from January 1 through June 30, 2010: 2 170 163 156 149 142
3 170 163 156 149 142
4 170 163 156 149 142
TABLE 1—Proposed Stumpage Value Table Red Alder RA 1 284 277 270 263 256
Stumpage Value Area 1
January 1 through June 30, 2010 2 245 238 231 224 217
’ Black Cottonwood BC 1 11 4 1 1 1
. ) Other Hardwood OH 1 130 123 116 109 102
Stumpage Values per Thousand Board Feet Net Scribner Log Scale Douglas-Fir Poles & Piles DFL 1 517 510 503 496 489
Western Redcedar Poles RCL 1 1337 1330 1323 1316 1309
Timber Hauling Chipwood™® CHW 1 3 2 1 1 1
Quality _ Distance Zone Number RC Shake & Shingle RCS 1 144 137 130 123 116
Species Species  Code Blocks®
Name Code Number 1 2 3 4 5 RC & Other Posts© RCP 1 0.45 0.45 0.45 0.45 0.45
Douglas-Fir DF 1 32418234 $227 $220 $213 DF Christmas Trees(” DFX I 025 025 025 025 025
2 241 234 227 220 213
3 241 234 227 220 213 Other Christmas Trees”?  TFX 1 0.50 0.50 0.50 0.50 0.50
4 241 234 227 220 213 | ] ]
Western Redcedar® RC 1 539 532 525 518 511 O Log scale conversions Western and Eastern Washington. See conver-
Western Hemlock® WH 1 188 181 174 167 160 , Sion methods WAC 458-40-680.
2 188 181 174 167 160 @ Includes Alaska-Cedar.
3 188 181 174 167 160 ®) Includes all Hemlock, Spruce, true Fir species and Pines, or any other
4 188 181 174 167 160 conifer not listed in this table.
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@ Stumpage value per ton.

® Stumpage value per cord.

© Stumpage value per 8 lineal feet or portion thereof.
Q) Stumpage value per lineal foot.

TABLE 3—Proposed Stumpage Value Table

Title 458 WAC: Revenue, Department of

TABLE 4—Proposed Stumpage Value Table
Stumpage Value Area 4
January 1 through June 30, 2010

Stumpage Values per Thousand Board Feet Net Scribner Log Scale()

Stumpage Value Area 3 Timber Hauling
January 1 through June 30, 2010 Quality Distance Zone Number
Species Species  Code
Stumpage Values per Thousand Board Feet Net Scribner Log Scale(" Name Code  Number 1 2.3 4 5
Red Alder RA 1 284 277 270 263 256
Timber Hauling 2 245 238 231 224 217
Quality Distance Zone Number Black Cottonwood BC 1 11 4 1 1 1
Species Species  Code Other Hardwood OH 1 130 123 116 109 102
Name Code Number 1 2 3 4 5 Douglas-Fir Poles & Piles DFL 1 517 510 503 496 489
Douglas-Fir® DF I $226 521952125205 5198 wotemRedcedarPoles  RCL_ 113371330 1323 1316 1309
2 226 219 212 205 198 Chipwood™” _
3 226 219 212 205 198 gl(;cskhsz(lé()e & Shingle RCS 1 144 137 130 123 116
4 226 219 212 205 198 =
Western Redcedar®) RC I 539 532 525 518 511 RC & Other Posts™ RCP 1045 045 045 045 045
Western Hemlock® WH 1 158 151 144 137 130 DF Christmas Trees® DFX 1 0.25 0.25 0.25 0.25 0.25
2 158 151 144 137 130 . )
3 158 151 144 137 130 Other Christmas Trees TFX 1 0.50 0.50 0.50 0.50 0.50
4 158 151 144 137 130 M1 1 : :
g scale conversions Western and Eastern Washington. See conver-
Red Alder RA ; %fé %; %;(1) %gi %ig sion methods WAC 458-40-680.
2
Black Cottonwood BC 1 4 1 1 1 gy [netudes Western Larch.
Other Hardwood OH 1 130 123 116 109 102 Includes Alaska-Cedar.
Douglas-Fir Poles & Piles DFL 1 517 510 503 496 489 @ Includes all Hemlock, Spruce and true Fir species, or any other conifer
Western Redcedar Poles ~ RCL 1 1337 1330 1323 1316 1309 not listed in this table.
Chipwood® CHW 1 3 2 1 1 1 ©) Stumpage value per ton.
RC Shake & Shingle RCS 1 144 137 130 123 116 ©) Stumpage value per cord.
Blocks Q) Stumpage value per 8 lineal feet or portion thereof.
RC & Other Posts(” RCP 1 0.45 0.45 0.45 0.45 045 ®) .
Stumpage value per lineal foot.
DF Christmas Trees® DFX 1 0.25 0.25 0.25 0.25 0.25
Other Christmas Trees® TFX 1 0.50 0.50 0.50 0.50 0.50

O Log scale conversions Western and Eastern Washington. See conver-
sion methods WAC 458-40-680.

@ Includes Western Larch.
) Includes Alaska-Cedar.

TABLE 5—Proposed Stumpage Value Table
Stumpage Value Area 5
January 1 through June 30, 2010

Stumpage Values per Thousand Board Feet Net Scribner Log Scale(!

) Includes all Hemlock, Spruce, true Fir species and Pines, or any other Tlmb_er . Hauling
conifer not listed in thisrt)able. P Y . . Quality __ Distance Zone Number
5) Species Species  Code
Stumpage value per ton. Name Code Number 1 2 3 4 5
© Stumpage value per cord. -
Ul Stumpage value per 8 lineal feet or portion thereof. Douglas-Fir” DF ! §244 $237 $230 $223 §216
®) . ' 2 244 237 230 223 216
Stumpage value per lineal foot. 3 244 237 230 223 216
4 244 237 230 223 216
TABLE 4—Proposed Stumpage Value Table Lodgepole Pine Lp 1 90 83 76 69 62
Stumpage Value Area 4 Ponderosa Pine PP 1 77 70 63 56 49
January 1 through June 30, 2010 2 54 47 40 33 26
Western Redcedar® RC 1 539 532 525 518 511
Stumpage Values per Thousand Board Feet Net Scribner Log Scale(!) Western Hemlock® WH 1 189 182 175 168 161
2 189 182 175 168 161
Timber Hauling 3 189 182 175 168 161
Quality Distance Zone Number 4 189 182 175 168 161
Specics Species  Code Red Alder RA 1 284 277 270 263 256
I\ll)ame gode Number 1 2 3 4 5 2 245 238 231 224 217
Black Cottonwood BC 1 11 4 1 1 1
Douglas-Fir? DF 1 $271 $264 $257 $250 $243 Other Hardwood OH 1 130 123 116 109 102
2 271 264 257 250 243 Douglas-Fir Poles & Piles DFL 1 517 510 503 496 489
3 271 264 257 250 243 Western Redcedar Poles ~ RCL 1 1337 1330 1323 1316 1309
4 271 264 257 250 243 Chipwood® CHW 1 3 2 1 1 1
Lodgepole Pine LP 1 90 83 76 69 62 RC Shake & Shingle RCS 1 144 137 130 123 116
Ponderosa Pine PP 1 77 70 63 56 49 Blocks®
2 54 47 40 33 26 RC & Other Posts(? RCP 1 0.45 0.45 0.45 045 045
Western Redcedar'® RC 1 539 532 525 518 511 - 5
Western Hemlock™ WH 1 195 188 181 174 167 DF Christmas Trees®  DEX 1~ 0.25 025 025 0.25 0.25
2 195 188 181 174 167 Other Christmas Trees®  TFX 1 0.50 0.50 0.50 0.50 0.50
3 195 188 181 174 167
4 195 188 181 174 167
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O Log scale conversions Western and Eastern Washington. See conver-
sion methods WAC 458-40-680.

@ Includes Western Larch.
) Includes Alaska-Cedar.

) Includes all Hemlock, Spruce and true Fir species, or any other conifer
not listed in this table.

©) Stumpage value per ton.

458-40-660

TABLE 7—Proposed Stumpage Value Table
Stumpage Value Area 7
January 1 through June 30, 2010

Stumpage Values per Thousand Board Feet Net Scribner Log Scale()

© Stumpage value per cord.
Q) Stumpage value per 8 lineal feet or portion thereof.
® Stumpage value per lineal foot.

TABLE 6—Proposed Stumpage Value Table
Stumpage Value Area 6
January 1 through June 30, 2010

Stumpage Values per Thousand Board Feet Net Scribner Log Scale()

Timber Hauling
Quality Distance Zone Number

Species Species  Code
Name Code Number 1 2 3 4 5
Douglas-Fir® DF 1 $99 $92 $85 $78 $§71
Lodgepole Pine LP 1 90 83 76 69 62
Ponderosa Pine PP 1 77 70 63 56 49

2 54 47 40 33 26
Western Redcedar® RC 1 412 405 398 391 384
True Firs and Spruce® WH 1 87 80 73 66 59
Western White Pine WP 1 104 97 90 83 76
Hardwoods OH 1 23 16 9 2 1
Western Redcedar Poles RCL 1 412 405 398 391 384
Small Logs®® SML 1 19 18 17 16 15
Chipwood® CHW 1 3 2 1 1 1
RC Shake & Shingle
Blocks©® RCS 1 144 137 130 123 116
LP & Other Posts”) LPP 1 0.35 0.35 0.35 0.35 0.35
Pine Christmas Trees® PX 1 0.25 0.25 0.25 0.25 0.25
Other Christmas Trees®  DFX 1 0.25 0.25 0.25 0.25 0.25

Timber Hauling

Quality Distance Zone Number
Species Species  Code
Name Code Number 1 2 3 4 5
Western Redcedar Poles RCL 1 412 405 398 391 384
Small Logs® SML 1 19 18 17 16 15
Chipwood® CHW 1 3 2 1 1 1
RC Shake & Shingle
Blocks® RCS 1 144 137 130 123 116
LP & Other Posts? LPP 1 0.35 0.35 0.35 0.35 0.35
Pine Christmas Trees(® PX 1 0.25 0.25 0.25 0.25 0.25
Other Christmas Trees®  DFX 1 0.25 0.25 0.25 0.25 0.25

O Log scale conversions Western and Eastern Washington. See conver-
sion methods WAC 458-40-680.

@ Includes Western Larch.
) Includes Alaska-Cedar.

) Includes all Hemlock, Spruce and true Fir species, or any other conifer
not listed in this table.

©) Stumpage value per ton.

© Stumpage value per cord.

Q) Stumpage value per 8 lineal feet or portion thereof.

® Stumpage value per lineal foot. Includes Ponderosa Pine, Western
White Pine, and Lodgepole Pine.

(9) Stumpage value per lineal foot.

TABLE 8—Proposed Stumpage Value Table
Stumpage Value Area 10
January 1 through June 30, 2010

Stumpage Values per Thousand Board Feet Net Scribner Log Scale()

(M Log scale conversions Western and Eastern Washington. See conver-
sion methods WAC 458-40-680.

@ Includes Western Larch.

) Includes Alaska-Cedar.

) Includes all Hemlock, Spruce and true Fir species, or any other conifer

Timber Hauling
Quality _ Distance Zone Number
Species Species Code
Name Code Number 1 2 3 4 5

not listed in this table. Douglas-Fir® DF 1 $257 $250 $243 $236 $229
©) Stumpage value per ton. 2 257 250 243 236 229
©® Stumpage value per cord. 3 257 250 243 236 229
() Stumpage value per 8 lineal feet or portion thereof. : 4 257250 243 236 229
® pag perel p : ) Lodgepole Pine LP 1 90 83 76 69 62
Stumpage value per lineal foot. Includes Ponderosa Pine, Western Ponderosa Pine PP 1 77 70 63 56 49
White Pine, and Lodgepole Pine. 2 54 47 40 33 26
©) i
Stumpage value per lineal foot. Western Redcedar® RC 1 525 518 511 504 497
Western Hemlock® WH 1 181 174 167 160 153
TABLE 7—Proposed Stumpage Value Table 2 181 174 167 160 153
Stumpage Value Area 7 3 181 174 167 160 153
January 1 through June 30, 2010 4 181 174 167 160 153
Red Alder RA 1 270 263 256 249 242
Stumpage Values per Thousand Board Feet Net Scribner Log Scale(" 2 231 224 217 210 203
Black Cottonwood BC 1 1 1 1 1 1
Timber Hauling Other Hardwood ‘ OH 1 116 109 102 95 88
Quality Distance Zone Number Douglas-Fir Poles & Piles DFL 1 503 496 489 482 475
Species Species  Code Western Resdcedar Poles RCL 1 1323 1316 1309 1302 1295
Name Code Number 1 2 3 4 5 Chipwood®) - Cow ! 3 E ! ! !
RC Shake & Shingle RCS 1 144 137 130 123 116
Douglas-Fir® DF 1 $99 $92 $85 $78 $71 Blocks®
Lodgepole Pine LP 1 90 83 76 69 62 RC & Other Posts” RCP 1 0.45 0.45 0.45 0.45 045
Ponderosa Pine PP ! N s % % DF Christmas Trees® DFX 1 025 025 025 0.25 0.25
Western Redcedar® RC 1 412 405 398 391 384 Other Christmas Trees® TFX 1 0.50 0.50 0.50 0.50 0.50
True Firs and Spruce® WH 1 87 80 73 66 59
Western White Pine WP 1 104 97 90 83 176 O Log scale conversions Western and Eastern Washington. See conver-
Hardwoods OH 1 23 16 9 2 1 sion methods WAC 458-40-680.

[2010 WAC Supp—page 43]



458-40-660

@ Includes Western Larch.
) Includes Alaska-Cedar.

) Includes all Hemlock, Spruce and true Fir species, or any other conifer
not listed in this table.

® Stumpage value per ton.

© Stumpage value per cord.

Q) Stumpage value per 8 lineal feet or portion thereof.
® Stumpage value per lineal foot.

(3) Harvest value adjustments. The stumpage values
in subsection (2) of this rule for the designated stumpage
value areas are adjusted for various logging and harvest con-
ditions, subject to the following:

(a) No harvest adjustment is allowed for special forest
products, chipwood, or small logs.

(b) Conifer and hardwood stumpage value rates cannot
be adjusted below one dollar per MBF.

(c) Except for the timber yarded by helicopter, a single
logging condition adjustment applies to the entire harvest
unit. The taxpayer must use the logging condition adjustment
class that applies to a majority (more than 50%) of the acre-
age in that harvest unit. If the harvest unit is reported over
more than one quarter, all quarterly returns for that harvest
unit must report the same logging condition adjustment. The
helicopter adjustment applies only to the timber volume from
the harvest unit that is yarded from stump to landing by heli-
copter.

(d) The volume per acre adjustment is a single adjust-
ment class for all quarterly returns reporting a harvest unit. A
harvest unit is established by the harvester prior to harvest-
ing. The volume per acre is determined by taking the volume
logged from the unit excluding the volume reported as chip-
wood or small logs and dividing by the total acres logged.
Total acres logged does not include leave tree areas (RMZ,
UMZ, forested wetlands, etc.,) over 2 acres in size.

() A domestic market adjustment applies to timber
which meet the following criteria:

(1) Public timber—Harvest of timber not sold by a com-
petitive bidding process that is prohibited under the authority
of state or federal law from foreign export may be eligible for
the domestic market adjustment. The adjustment may be
applied only to those species of timber that must be processed
domestically. According to type of sale, the adjustment may
be applied to the following species:

Federal Timber Sales: All species except Alaska-cedar.
(Stat. Ref. - 36 C.F.R. 223.10)

State, and Other Nonfederal, Public Timber Sales:
Western Redcedar only. (Stat. Ref. - 50 U.S.C. appendix
2406.1)

(ii) Private timber—Harvest of private timber that is
legally restricted from foreign export, under the authority of
The Forest Resources Conservation and Shortage Relief Act
(Public Law 101-382), (16 U.S.C. Sec. 620 et seq.); the
Export Administration Act of 1979 (50 U.S.C. App. 2406(1));
a Cooperative Sustained Yield Unit Agreement made pursu-
ant to the act of March 29, 1944 (16 U.S.C. Sec. 583-5831); or
Washington Administrative Code (WAC 240-15-015(2)) is
also eligible for the Domestic Market Adjustment.

The following harvest adjustment tables apply from Jan-
uary 1 through June 30, 2010:
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TABLE 9—Harvest Adjustment Table
Stumpage Value Areas 1, 2, 3,4, 5, and 10
January 1 through June 30, 2010

Dollar Adjustment Per

Type of Thousand Board Feet
Adjustment Definition Net Scribner Scale
1. Volume per acre
Class 1 Harvest of 30 thousand board feet

or more per acre. $0.00
Class 2 Harvest of 10 thousand board feet

to but not including 30 thousand

board feet per acre. -$15.00
Class 3 Harvest of less than 10 thousand

board feet per acre. -$35.00

1. Logging conditions

Class 1 Ground based logging a majority
of the unit using tracked or
wheeled vehicles or draft animals. $0.00
Class 2 Cable logging a majority of the
unit using an overhead system of
winch driven cables. -$50.00
Class 3 Applies to logs yarded from stump
to landing by helicopter. This
does not apply to special forest
products. -$145.00
II1. Remote island adjustment:
For timber harvested from a
remote island -$50.00
IV. Thinning
Class 1 A limited removal of timber
described in WAC 458-40-610
(28) -$100.00
TABLE 10—Harvest Adjustment Table
Stumpage Value Areas 6 and 7
January 1 through June 30, 2010
Dollar Adjustment Per
Type of Thousand Board Feet
Adjustment Definition Net Scribner Scale
1. Volume per acre
Class 1 Harvest of more than § thousand
board feet per acre. $0.00
Class 2 Harvest of 8 thousand board feet per
acre and less. -$8.00

II. Logging conditions

Class 1 The majority of the harvest unit has

less than 40% slope. No significant

rock outcrops or swamp barriers. $0.00

The majority of the harvest unit has

slopes between 40% and 60%. Some

rock outcrops or swamp barriers.

The majority of the harvest unit has

rough, broken ground with slopes

over 60%. Numerous rock outcrops

and bluffs.

Applies to logs yarded from stump to

landing by helicopter. This does not

apply to special forest products. -$145.00

Note: A Class 2 adjustment may be used for slopes less than 40%

when cable logging is required by a duly promulgated forest
practice regulation. Written documentation of this require-
ment must be provided by the taxpayer to the department of
revenue.

II1. Remote island adjustment:

Class 2
-$50.00
Class 3

-$75.00
Class 4

For timber harvested from a remote -$50.00
island

TABLE 11—Domestic Market Adjustment
Class Area Adjustment Applies Dollar Adjustment Per
Thousand Board Feet
Net Scribner Scale
Class 1: SVA's 1 through 6, and 10 $0.00
Class 2: SVA 7 $0.00
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Note:  The adjustment will not be allowed on special forest products.

(4) Damaged timber. Timber harvesters planning to
remove timber from areas having damaged timber may apply
to the department of revenue for an adjustment in stumpage
values. The application must contain a map with the legal
descriptions of the area, an accurate estimate of the volume of
damaged timber to be removed, a description of the damage
sustained by the timber with an evaluation of the extent to
which the stumpage values have been materially reduced
from the values shown in the applicable tables, and a list of
estimated additional costs to be incurred resulting from the
removal of the damaged timber. The application must be
received and approved by the department of revenue before
the harvest commences. Upon receipt of an application, the
department of revenue will determine the amount of adjust-
ment to be applied against the stumpage values. Timber that
has been damaged due to sudden and unforeseen causes may
qualify.

(a) Sudden and unforeseen causes of damage that qualify
for consideration of an adjustment include:

(i) Causes listed in RCW 84.33.091; fire, blow down, ice
storm, flood.

(i) Others not listed; volcanic activity, earthquake.

(b) Causes that do not qualify for adjustment include:

(1) Animal damage, root rot, mistletoe, prior logging,
insect damage, normal decay from fungi, and pathogen
caused diseases; and

(il)) Any damage that can be accounted for in the
accepted normal scaling rules through volume or grade
reductions.

(¢) The department of revenue will not grant adjustments
for applications involving timber that has already been har-
vested but will consider any remaining undisturbed damaged
timber scheduled for removal if it is properly identified.

(d) The department of revenue will notify the harvester
in writing of approval or denial. Instructions will be included
for taking any adjustment amounts approved.

(5) Forest-derived biomass, has a $0/ton stumpage
value.

[Statutory Authority: RCW 82.01.060(2), 82.32.300, 84.33.096, and
84.33.091. 10-02-032, § 458-40-660, filed 12/29/09, effective 1/1/10; 09-14-
109, § 458-40-660, filed 6/30/09, effective 7/1/09; 09-02-043, § 458-40-660,
filed 12/31/08, effective 1/1/09; 08-14-085, § 458-40-660, filed 6/27/08,
effective 7/1/08; 08-02-064, § 458-40-660, filed 12/28/07, effective 1/1/08;
07-14-095, § 458-40-660, filed 6/29/07, eftective 7/1/07; 07-02-039, § 458-
40-660, filed 12/26/06, effective 1/1/07; 06-14-064, § 458-40-660, filed
6/30/06, effective 7/1/06; 06-02-005, § 458-40-660, filed 12/22/05, effective
1/1/06; 05-14-087, § 458-40-660, filed 6/30/05, effective 7/1/05; 05-02-040,
§ 458-40-660, filed 12/30/04, effective 1/1/05; 04-14-033, § 458-40-660,
filed 6/29/04, effective 7/1/04; 04-01-125, § 458-40-660, filed 12/18/03,
effective 1/1/04; 03-14-072, § 458-40-660, filed 6/26/03, effective 7/1/03.
Statutory Authority: RCW 82.01.060(2), 82.32.300, 84.33.096, 84.33.091,
and 84.33.140. 03-02-004, § 458-40-660, filed 12/19/02, effective 1/1/03.
Statutory Authority: RCW 82.32.300, 84.33.096, and 84.33.091. 02-14-
019, § 458-40-660, filed 6/21/02, effective 7/1/02. Statutory Authority:
RCW 82.32.300, 84.33.096, 84.33.091 and 84.33.120. 02-02-033, § 458-40-
660, filed 12/24/01, effective 1/1/02. Statutory Authority: RCW 82.32.300,
84.33.096, and 84.33.091. 01-13-105, § 458-40-660, filed 6/20/01, effective
7/1/01; 01-02-020, § 458-40-660, filed 12/21/00, effective 1/1/01. Statutory
Authority: RCW 82.32.300, 84.33.096, 84.33.091, 82.32.060, and
84.33.077. 00-19-067, § 458-40-660, filed 9/19/00, effective 1/1/01. Statu-
tory Authority: RCW 82.32.300, 84.33.096 and 84.33.091. 00-14-011, §
458-40-660, filed 6/27/00, effective 7/1/00; 00-02-019, § 458-40-660, filed

12/27/99, effective 1/1/00; 99-14-055, § 458-40-660, filed 6/30/99, effective
7/1/99; 99-02-032, § 458-40-660, filed 12/30/98, effective 1/1/99; 98-14-
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083, § 458-40-660, filed 6/30/98, effective 7/1/98; 98-02-015, § 458-40-660,
filed 12/30/97, effective 1/1/98; 97-14-068, § 458-40-660, filed 6/30/97,
effective 7/1/97. Statutory Authority: RCW 82.32.330, 84.33.096 and
84.33.091. 97-02-069, § 458-40-660, filed 12/31/96, effective 1/1/97; 96-14-
063, § 458-40-660, filed 6/28/96, effective 7/1/96; 96-02-057, § 458-40-660,
filed 12/29/95, effective 1/1/96. Statutory Authority: RCW 82.32.330,
84.33.096 and 84.33.200. 95-18-027, § 458-40-660, filed 8/25/95, effective
9/25/95. Statutory Authority: RCW 82.32.300 and 84.33.096. 95-02-038, §
458-40-660, filed 12/30/94, effective 1/1/95. Statutory Authority: RCW
84.33.091, 84.32.300 [82.32.300] and 84.33.096. 94-14-048, § 458-40-660,
filed 6/30/94, effective 7/1/94; 94-02-047, § 458-40-660, filed 12/30/93,
effective 1/1/94; 93-14-051, § 458-40-660, filed 6/30/93, effective 7/1/93;
93-02-025, § 458-40-660, filed 12/31/92, effective 1/1/93; 92-14-083, § 458-
40-660, filed 6/29/92, effective 7/1/92; 92-02-067, § 458-40-660, filed
12/31/91, effective 1/1/92. Statutory Authority: RCW 84.33.096 and 82.32.-
300. 91-14-077, § 458-40-660, filed 6/28/91, effective 7/1/91; 91-09-030, §
458-40-660, filed 4/12/91, effective 5/13/91; 91-02-088, § 458-40-660, filed
12/31/90, effective 1/31/91; 90-14-033, § 458-40-660, filed 6/29/90, effec-
tive 7/30/90; 90-02-049, § 458-40-660, filed 12/29/89, effective 1/29/90.
Statutory Authority: Chapter 84.33 RCW and RCW 84.33.091. 89-14-051
(Order FT-89-2), § 458-40-660, filed 6/30/89; 89-02-027 (Order FT-88-5), §
458-40-660, filed 12/30/88; 88-14-032 (Order FT-88-2), § 458-40-660, filed
6/30/88; 88-02-026 (Order FT-87-5), § 458-40-660, filed 12/31/87. Statutory
Authority: Chapter 84.33 RCW. 87-14-042 (Order 87-2), § 458-40-660,
filed 6/30/87; 87-02-023 (Order 86-4), § 458-40-660, filed 12/31/86.]

Chapter 458-57 WAC

STATE OF WASHINGTON ESTATE AND TRANSFER
TAX REFORM ACT RULES

WAC
458-57-105 Nature of estate tax, definitions.
458-57-115 Valuation of property, property subject to estate tax, and

how to calculate the tax.

WAC 458-57-105 Nature of estate tax, definitions. (1)
Introduction. This rule applies to deaths occurring on or
after May 17, 2005, and describes the nature of Washington
state's estate tax as it is imposed by chapter 83.100 RCW
(Estate and Transfer Tax Act). It also defines terms that will
be used throughout chapter 458-57 WAC (Washington Estate
and Transfer Tax Reform Act rules). The estate tax rule on
the nature of estate tax and definitions for deaths occurring on
or before May 16, 2005, can be found in WAC 458-57-005.

(2) Nature of Washington's estate tax. The estate tax
is neither a property tax nor an inheritance tax. It is a tax
imposed on the transfer of the entire taxable estate and not
upon any particular legacy, devise, or distributive share.

(a) Relationship of Washington's estate tax to the fed-
eral estate tax. The department administers the estate tax
under the legislative enactment of chapter 83.100 RCW,
which references the Internal Revenue Code (IRC) as it
existed January 1, 2005. Federal estate tax law changes
enacted after January 1, 2005, do not apply to the reporting
requirements of Washington's estate tax. The department will
follow federal Treasury Regulations section 20 (Estate tax
regulations), in existence on January 1, 2005, to the extent
they do not conflict with the provisions of chapter 83.100
RCW or 458-57 WAC. For deaths occurring January 1, 2009,
and after, Washington has different estate tax reporting and
filing requirements than the federal government. There will
be estates that must file an estate tax return with the state of
Washington, even though they are not required to file with
the federal government. The Washington state estate and
transfer tax return and the instructions for completing the
return can be found on the department's web site at http://
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www.dor.wa.gov/ under the heading titled forms. The return
and instructions can also be requested by calling the depart-
ment's estate tax section at 360-570-3265, option 2.

(b) Lifetime transfers. Washington estate tax taxes life-
time transfers only to the extent included in the federal gross
estate. The state of Washington does not have a gift tax.

(3) Definitions. The following terms and definitions are
applicable throughout chapter 458-57 WAC:

(a) "Absentee distributee" means any person who is the
beneficiary of a will or trust who has not been located;

(b) "Decedent" means a deceased individual;

(c) "Department" means the department of revenue, the
director of that department, or any employee of the depart-
ment exercising authority lawfully delegated to him by the
director;

(d) "Escheat" of an estate means that whenever any per-
son dies, whether a resident of this state or not, leaving prop-
erty in an estate subject to the jurisdiction of this state and
without being survived by any person entitled to that same
property under the laws of this state, such estate property
shall be designated escheat property and shall be subject to
the provisions of RCW 11.08.140 through 11.08.300;

(e) "Federal return" means any tax return required by
chapter 11 (Estate tax) of the Internal Revenue Code;

(f) "Federal tax" means tax under chapter 11 (Estate tax)
of the Internal Revenue Code;

(g) "Federal taxable estate" means the taxable estate as
determined under chapter 11 of the Internal Revenue Code
without regard to:

(i) The termination of the federal estate tax under section
2210 of the IRC or any other provision of law; and

(i1) The deduction for state estate, inheritance, legacy, or
succession taxes allowable under section 2058 of the IRC.

(h) "Gross estate" means "gross estate" as defined and
used in section 2031 of the Internal Revenue Code;

(i) "Internal Revenue Code" or "IRC" means, for pur-
poses of this chapter, the United States Internal Revenue
Code of 1986, as amended or renumbered on January 1,
2005;

(j) "Person" means any individual, estate, trust, receiver,
cooperative association, club, corporation, company, firm,
partnership, joint venture, syndicate, or other entity and, to
the extent permitted by law, any federal, state, or other gov-
ernmental unit or subdivision or agency, department, or
instrumentality thereof;

(k) "Person required to file the federal return" means any
person required to file a return required by chapter 11 of the
Internal Revenue Code, such as the personal representative
(executor) of an estate;

(1) "Property," when used in reference to an estate tax
transfer, means property included in the gross estate;

(m) "Resident" means a decedent who was domiciled in
Washington at time of death;

(n) "State return" means the Washington estate tax return
required by RCW 83.100.050;

(o) "Taxpayer" means a person upon whom tax is
imposed under this chapter, including an estate or a person
liable for tax under RCW 83.100.120;

(p) "Transfer" means "transfer" as used in section 2001
of the Internal Revenue Code. However, "transfer" does not

[2010 WAC Supp—page 46]

Title 458 WAC: Revenue, Department of

include a qualified heir disposing of an interest in property
qualifying for a deduction under RCW 83.100.046;

(q) "Washington taxable estate" means the "federal tax-
able estate":

(i) Less one million five hundred thousand dollars for
decedents dying before January 1, 2006, or two million dol-
lars for decedents dying on or after January 1, 2006;

(i1) Less the amount of any deduction allowed under
RCW 83.100.046 as a farm deduction;

(iii) Less the amount of the Washington qualified termi-
nable interest property (QTIP) election made under RCW
83.100.047;

(iv) Plus any amount deducted from the federal estate
pursuant to IRC § 2056 (b)(7) (the federal QTIP election);

(v) Plus the value of any trust (or portion of a trust) of
which the decedent was income beneficiary and for which a
Washington QTIP election was previously made pursuant to
RCW 83.100.047; and

(vi) Less any amount included in the federal taxable
estate pursuant to IRC § 2044 (inclusion of amounts for
which a federal QTIP election was previously made) from a
predeceased spouse that died on or after May 17, 2005.
[Statutory Authority: RCW 82.32.300 and 82.01.060(2). 09-04-008, § 458-
57-105, filed 1/22/09, effective 2/22/09. Statutory Authority: RCW 83.100.-

047 and 83.100.200. 06-07-051, § 458-57-105, filed 3/9/06, effective
4/9/06.]

WAC 458-57-115 Valuation of property, property
subject to estate tax, and how to calculate the tax. (1)
Introduction. This rule applies to deaths occurring on or
after May 17, 2005, and is intended to help taxpayers prepare
their return and pay the correct amount of Washington state
estate tax. It explains the necessary steps for determining the
tax and provides examples of how the tax is calculated. The
estate tax rule on valuation of property etc., for deaths occur-
ring on or before May 16, 2005, can be found in WAC 458-
57-015.

(2) Determining the property subject to Washing-
ton's estate tax.

(a) General valuation information. The value of every
item of property in a decedent's gross estate is its date of
death fair market value. However, the personal representative
may elect to use the alternate valuation method under section
2032 of the Internal Revenue Code (IRC), and in that case the
value is the fair market value at that date, including the
adjustments prescribed in that section of the IRC. The valua-
tion of certain farm property and closely held business prop-
erty, properly made for federal estate tax purposes pursuant
to an election authorized by section 2032A of the 2005 IRC,
is binding on the estate for state estate tax purposes.

(b) How is the gross estate determined? The first step
in determining the value of a decedent's Washington taxable
estate is to determine the total value of the gross estate. The
value of the gross estate includes the value of all the dece-
dent's tangible and intangible property at the time of death. In
addition, the gross estate may include property in which the
decedent did not have an interest at the time of death. A dece-
dent's gross estate for estate tax purposes may therefore be
different from the same decedent's estate for local probate
purposes. Sections 2031 through 2046 of the IRC provide a
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detailed explanation of how to determine the value of the
gross estate.

(c) Deductions from the gross estate. The value of the
taxable estate is determined by subtracting the authorized
exemption and deductions from the value of the gross estate.
Under various conditions and limitations, deductions are
allowable for expenses, indebtedness, taxes, losses, charita-
ble transfers, and transfers to a surviving spouse. While sec-
tions 2051 through 2056A of the IRC provide a detailed
explanation of how to determine the value of the taxable
estate the following areas are of special note:

458-57-115

(i) Funeral expenses.

(A) Washington is a community property state and under
Estate of Julius C. Lang v. Commissioner, 97 Fed. 2d 867
(9th Cir. 1938) affirming the reasoning of Wittwer v. Pember-
ton, 188 Wash. 72, 76, 61 P.2d 993 (1936) funeral expenses
reported for a married decedent must be halved. Administra-
tion expenses are not a community debt and are reported at
100%.

(B) Example. John, a married man, died in 2005 with an
estate valued at $2.5 million. On Schedule J of the federal
estate tax return listed following as expenses:

SCHEDULE J - Funeral Expenses and Expenses Incurred in Administering Property Subject to Claims

Item Number Description Expense Amount Total Amount
1 A. Funeral expenses: Burial and services $4,000

(1/2 community debt) ($2,000)

Total funeral expenses. . .......... $2,000
B. Administration expenses:
1. Executors' commissions - amount estimated/agreed upon paid. (Strike out the words $10,000
thatdonotapply.). . ..ot
2. Attorney fees - amount estimated/agreed upon/paid. (Strike out the words that do not $5,000
APDLY. ). e

The funeral expenses, as a community debt, were prop-
erly reported at 50% and the other administration expenses
were properly reported at 100%.

(i) Mortgages and liens on real property. Real prop-
erty listed on Schedule A should be reported at its fair market
value without deduction of mortgages or liens on the prop-
erty. Mortgages and liens are reported and deducted using
Schedule K.

(iii) Washington qualified terminable interest prop-
erty (QTIP) election.

(A) A personal representative may choose to make a
larger or smaller percentage or fractional QTIP election on
the Washington return than taken on the federal return in
order to reduce Washington estate liability while making full
use of the federal unified credit.

(B) Section 2056 (b)(7) of the IRC states that a QTIP
election is irrevocable once made. Section 2044 states that
the value of any property for which a deduction was allowed
under section 2056 (b)(7) must be included in the gross estate
of the recipient. Similarly, a QTIP election made on the
Washington return is irrevocable, and a surviving spouse who
is the lifetime beneficiary of property for which a Washing-
ton QTIP election was made must include the value of the
remaining property in his or her gross estate for Washington
estate tax purposes. If the value of property for which a fed-
eral QTIP election was made is different, this value is not
includible in the surviving spouse's gross estate for Washing-
ton estate tax purposes; instead, the value of property for
which a Washington QTIP election was made is includible.

(C) The Washington QTIP election must adequately
identify the assets, by schedule and item number, included as
part of the election, either on the return or, if those assets have
not been determined when the estate tax return is filed, on a
statement to that effect, prepared when the assets are defini-
tively identified. Identification of the assets is necessary
when reviewing the surviving spouse's return, if a return is
required to be filed. This statement may be filed with the

department at that time or when the surviving spouse's estate
tax return is filed.

(D) Example. A decedent dies in 2009 with a gross
estate of $5 million. The decedent established a QTIP trust
for the benefit of her surviving spouse in an amount to result
in no federal estate tax. The federal unified credit is $3.5 mil-
lion for the year 2009. In 2009 the Washington statutory
deduction is $2 million. To pay no Washington estate tax the
personal representative of the estate has the option of electing
a larger percentage or fractional QTIP election resulting in
the maximization of the individual federal unified credit and
paying no tax for Washington purposes.

The federal estate tax return reflected the QTIP election
with a percentage value to pay no federal estate tax. On the
Washington return the personal representative elected QTIP
treatment on a percentage basis in an amount so no Washing-
ton estate tax is due. Upon the surviving spouse's death the
assets remaining in the Washington QTIP trust must be
included in the surviving spouse's gross estate.

(iv) Washington qualified domestic trust (QDOT)
election.

(A) A deduction is allowed for property passing to a sur-
viving spouse who is not a U.S. citizen in a qualified domes-
tic trust (a "QDOT"). An executor may elect to treat a trust as
a QDOT on the Washington estate tax return even though no
QDOT election is made with respect to the trust on the fed-
eral return; and also may forgo making an election on the
Washington estate tax return to treat a trust as a QDOT even
though a QDOT election is made with respect to the trust on
the federal return. An election to treat a trust as a QDOT may
not be made with respect to a specific portion of an entire
trust that otherwise would qualify for the marital deduction,
but if the trust is actually severed pursuant to authority
granted in the governing instrument or under local law prior
to the due date for the election, a QDOT election may be
made for any one or more of the severed trusts.
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(B) A QDOT election may be made on the Washington
estate tax return with respect to property passing to the sur-
viving spouse in a QDOT, and also with respect to property
passing to the surviving spouse if the requirements of IRC
section 2056 (d)(2)(B) are satisfied. Unless specifically
stated otherwise herein, all provisions of sections 2056(d)
and 2056A of the IRC, and the federal regulations promul-
gated thereunder, are applicable to a Washington QDOT
election. Section 2056A(d) of the IRC states that a QDOT
election is irrevocable once made. Similarly, a QDOT elec-
tion made on the Washington estate tax return is irrevocable.
For purposes of this subsection, a QDOT means, with respect
to any decedent, a trust described in IRC section 2056A(a),
provided, however, that if an election is made to treat a trust
as a QDOT on the Washington estate tax return but no QDOT
election is made with respect to the trust on the federal return:

(I) The trust must have at least one trustee that is an indi-
vidual citizen of the United States resident in Washington
state, or a corporation formed under the laws of the state of
Washington, or a bank as defined in IRC section 581 that is
authorized to transact business in, and is transacting business
in, the state of Washington (the trustee required under this
subsection is referred to herein as the "Washington Trustee");

(IT) The Washington Trustee must have the right to with-
hold from any distribution from the trust (other than a distri-
bution of income) the Washington QDOT tax imposed on
such distribution;

(II) The trust must be maintained and administered
under the laws of the state of Washington; and

(IV) The trust must meet the additional requirements
intended to ensure the collection of the Washington QDOT
tax set forth in (¢)(iv)(D) of this subsection.

(C) The QDOT election must adequately identify the
assets, by schedule and item number, included as part of the
election, either on the return, or, if those assets have not been
determined when the estate tax return is filed, or a statement
to that effect, prepared when the assets are definitively iden-
tified. This statement may be filed with the department at that
time or when the first taxable event with respect to the trust is
reported to the department.

(D) In order to qualify as a QDOT, the following require-
ments regarding collection of the Washington QDOT tax
must be satisfied.

(I) If a QDOT election is made to treat a trust as a QDOT
on both the federal and Washington estate tax returns, the
Washington QDOT election will be valid so long as the trust
satisfies the statutory requirements of Treas. Reg. Section
20.2056A-2(d).

(IT) If an election is made to treat a trust as a QDOT only
on the Washington estate tax return, the following rules
apply:

If the fair market value of the trust assets exceeds $2 mil-
lion as of the date of the decedent's death, or, if applicable,
the alternate valuation date, the trust must comply with Treas.
Reg. Section 20.2056A-2 (d)(1)(i), except that: If the bank
trustee alternative is used, the bank must be a bank that is
authorized to transact business in, and is transacting business
in, the state of Washington, or a bond or an irrevocable letter
of credit meeting the requirements of Treas. Reg. Section
20.2056A-2 (d)(1)(1)(B) or (C) must be furnished to the
department.
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If the fair market value of the trust assets is $2 million or
less as of the date of the decedent's death, or, if applicable, the
alternate valuation date, the trust must comply with Treas.
Reg. Section 20.2056A-2 (d)(1)(ii), except that not more than
35 percent of the fair market value of the trust may be com-
prised of real estate located outside of the state of Washing-
ton.

A taxpayer may request approval of an alternate plan or
arrangement to assure the collection of the Washington
QDOT tax. If such plan or arrangement is approved by the
department, such plan or arrangement will be deemed to meet
the requirements of this (c)(iv)(D).

(E) The Washington estate tax will be imposed on:

(D) Any distribution before the date of the death of the
surviving spouse from a QDOT (except those distributions
excepted by IRC section 2056A (b)(3)); and

(II) The value of the property remaining in the QDOT on
the date of the death of the surviving spouse (or the spouse's
deemed date of death under IRC section 2056A (b)(4)). The
tax is computed using Table W. The tax is due on the date
specified in IRC section 2056A (b)(5). The tax shall be
reported to the department in a form containing the informa-
tion that would be required to be included on federal Form
706-QDT with respect to the taxable event, and any other
information requested by the department, and the computa-
tion of the Washington tax shall be made on a supplemental
statement. If Form 706-QDT is required to be filed with the
Internal Revenue Service with respect to a taxable event, a
copy of such form shall be provided to the department. Nei-
ther the residence of the surviving spouse or other QDOT
beneficiary nor the situs of the QDOT assets are relevant to
the application of the Washington tax. In other words, if
Washington state estate tax would have been imposed on
property passing to a QDOT at the decedent's date of death
but for the deduction allowed by this subsection (c)(iv)
(E){I), the Washington tax will apply to the QDOT at the
time of a taxable event as set forth in this subsection (c)(iv)
(E)(I) regardless of, for example, whether the distribution is
made to a beneficiary who is not a resident of Washington, or
whether the surviving spouse was a nonresident of Washing-
ton at the date of the surviving spouse's death.

(F) If the surviving spouse of the decedent becomes a cit-
izen of the United States and complies with the requirements
of section 2056A (b)(12) of the IRC, then the Washington tax
will not apply to: Any distribution before the date of the
death of the surviving spouse from a QDOT; or the value of
the property remaining in the QDOT on the date of the death
of the surviving spouse (or the spouse's deemed date of death
under IRC section 2056A (b)(4)).

(d) Washington taxable estate. The estate tax is
imposed on the "Washington taxable estate." The "Washing-
ton taxable estate" means the "federal taxable estate":

(i) Less one million five hundred thousand dollars for
decedents dying before January 1, 2006, or two million dol-
lars for decedents dying on or after January 1, 2006;

(i1) Less the amount of any deduction allowed under
RCW 83.100.046 as a farm deduction;

(iii) Less the amount of the Washington qualified termi-
nable interest property (QTIP) election made under RCW
83.100.047;
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(iv) Plus any amount deducted from the federal estate
pursuant to IRC § 2056 (b)(7) (the federal QTIP election);

(v) Plus the value of any trust (or portion of a trust) of
which the decedent was income beneficiary and for which a
Washington QTIP election was previously made pursuant to
RCW 83.100.047; and

(vi) Less any amount included in the federal taxable
estate pursuant to IRC § 2044 (inclusion of amounts for
which a federal QTIP election was previously made) from a
predeceased spouse that died on or after May 17, 2005.
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(e) Federal taxable estate. The "federal taxable estate"
means the taxable estate as determined under chapter 11 of
the IRC without regard to:

(i) The termination of the federal estate tax under section
2210 of the IRC or any other provision of law; and

(i1) The deduction for state estate, inheritance, legacy, or
succession taxes allowable under section 2058 of the IRC.

(3) Calculation of Washington's estate tax.

(a) The tax is calculated by applying Table W to the
Washington taxable estate. See (d) of this subsection for the
definition of "Washington taxable estate."

Table W
The Amount of Tax Of Washington Taxable
Washington Taxable Equals Initial Tax Estate Value Greater
Estate is at Least But Less Than Amount Plus Tax Rate % Than
$0 $1,000,000 10.00% $0
$1,000,000 $2,000,000 $100,000 14.00% $1,000,000
$2000,000 $3,000,000 $240,000 15.00% $2,000,000
$3,000,000 $4,000,000 $390,000 16.00% $3,000,000
$4,000,000 $6,000,000 $550,000 17.00% $4,000,000
$6,000,000 $7,000,000 $890,000 18.00% $6,000,000
$7,000,000 $9,000,000 $1,070,000 18.50% $7,000,000
$9,000,000 $1,440,000 19.00% $9,000,000
(b) Examples. Chapter 458-61A WAC
(i) A widow dies on September 25, 2005, leaving a gross REAL ESTATE EXCISE TAX
estate of $2.1 million. The estate had $100,000 in expenses WAC
458-61A-302 Disposition of proceeds and affidavit batch transmittal.

deductible for federal estate tax purposes. Examples of allow-
able expenses include funeral expenses, indebtedness, prop-
erty taxes, and charitable transfers. The Washington taxable
estate equals $500,000.

Gross estate $2,100,000
Less allowable expenses deduction - $100,000
Less $1,500,000 statutory deduction -$1,500,000
Washington taxable estate $500,000

Based on Table W, the estate tax equals $50,000
($500,000 x 10% Washington estate tax rate).

(i1) John dies on October 13, 2005, with an estate valued
at $3 million. John left $1.5 million to his spouse, Jane, using
the unlimited marital deduction. There is no Washington
estate tax due on John's estate.

Gross estate $3,000,000
Less unlimited marital deduction - $1,500,000
Less $1,500,000 statutory deduction - $1,500,000
Washington taxable estate $0

Although Washington estate tax is not due, the estate is
still required to file a Washington estate tax return along with
a photocopy of the filed and signed federal return and all sup-
porting documentation.

[Statutory Authority: RCW 82.32.300 and 82.01.060(2). 09-04-008, § 458-
57-115, filed 1/22/09, effective 2/22/09. Statutory Authority: RCW 83.100.-

047 and 83.100.200. 06-07-051, § 458-57-115, filed 3/9/06, effective
4/9/06.]

WAC 458-61A-302 Disposition of proceeds and affi-
davit batch transmittal. (1) Introduction. This rule
explains how the counties, the department of revenue, and the
state treasurer process the taxes and administrative fees
received under this chapter.

(2) County treasurer. The county treasurer distributes
the proceeds of the real estate excise tax along with the cash
receipt journal summary in accordance with the provisions of
chapters 82.45 and 82.46 RCW. When no real estate excise
tax is due on a transaction, the county will collect an admin-
istrative fee for processing the real estate excise tax affidavit.
RCW 82.45.180.

(3) Adjustments. Requests from county treasurers for
adjustments to the funds that have been distributed to the
state treasurer must be sent to the department for approval or
denial. If the department denies a request for adjustment, the
department will return the request to the county treasurer
with an explanation for the denial.

(4) Tax paid directly to the department. Real estate
excise tax for transfers of a controlling interest in an entity
owning real property in Washington, and any other tax pay-
ment under this chapter made directly to the department, are
remitted to the state treasurer for deposit in accordance with
the provisions of chapter 82.45 RCW. The state treasurer
deposits and distributes the proceeds of any local taxes in
accordance with the provisions of chapters 82.45 and 82.46
RCW.

(5) Affidavit batch transmittal.

(a) Due date. The county will submit copies of all the
real estate excise tax affidavits for the entire month, together
with a completed affidavit batch transmittal form, to the
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department by the fifth business day following the close of
the month in which the tax was received. The affidavit batch
must include all affidavits processed during the month, plus
copies of any documents related to refunds made by the
county.

(b) Alternate transmittal method. An alternate method
for submitting affidavits may be used in lieu of the paper
method described in this rule with the prior approval of the
department. Use of an alternate method (e.g., electronic
transmittal) requires a signed memorandum of understanding
(MOU) between the county and the department.

(c) Distribution. The county will complete the affidavit
transmittal form, supplied by the department, and send one
copy with the affidavit batch to the department.

(d) Reporting of refunds. The county must report any
refunds made during the month on the adjustment section
provided on the batch transmittal form and attach all refund
documentation.

(e) Retention of records. The county treasurer will
retain the approved real estate excise tax affidavits, including
any supplemental statements, for a period of not less than
four years following the year in which the affidavit is
received. See RCW 82.45.150 and 82.32.340.

[Statutory Authority: RCW 34.05.353 (1)(a), 82.32.300, and 82.01.060(2).
10-01-042, § 458-61A-302, filed 12/8/09, effective 1/8/10. Statutory Author-

ity: RCW 82.32.300, 82.01.060(2), and 82.45.150. 05-23-093, § 458-61A-
302, filed 11/16/05, effective 12/17/05.]
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