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NOTE CONCERNING PROPERTY TAX EXEMPTION IMPACTS 

 
The estimates in this report reflect savings to taxpayers as a result of the exemptions.  Because the state is 
projected to be at the maximum levy allowed during the forecast period, there would be no additional 
revenue accruing to the state general fund resulting from the broader tax base, if property tax exemptions 
were eliminated.  Similarly, many local taxing districts are at their maximum levies and repeal would 
result in no additional property tax revenue for many of these districts.  Nonetheless, repeal of exemption 
statutes would result in a broader tax base, and thus lower tax rates for other taxpayers. 
 
 

PROPERTY TAX EXEMPTIONS  -  PUBLIC PROPERTY 
 
 
35.21.755 PUBLIC CORPORATIONS 
35.82.210 
81.112.320 
 
Description:   Property owned by municipalities is exempt from property tax under RCW 84.36.010.  
However, RCW 35.21.755 provides that public corporations, commissions or authorities are liable for an 
in-lieu tax equal to what the property tax would be if the property was held in private ownership.  This 
statute exempts from the in-lieu tax property that: (1) is located in a special review district (established 
prior to 1/1/1987) or listed on a federal or state register of historical sites; (2) is used primarily for low 
income housing; (3) is used as a convention center, performing arts center, public assembly hall or 
meeting place, public esplanade, street, public way, public open space, park, public utility corridor or 
view corridor; (4) is considered blighted property acquired for remediation purposes; or (5) is used for 
transit purposes by a regional transit authority. 
 
Purpose:   The exemption for special review districts provides tax treatment comparable to that available 
at the federal level and encourages owners to retain historical property.  The exemptions for low income 
housing, convention centers, performing arts centers, etc. reflect the municipal ownership and operation 
of the facilities and supports the social benefits these community resources provide. 
 
Category/Year Enacted:   Government.  1984; expanded in 1987, 1993, 1999 and 2000. 
 
Primary Beneficiaries:   Presently, the only properties known to benefit from this exemption are three 
public corporations that operate 15 low income housing facilities in Seattle, property located in the 
International District in Seattle, the Bellevue Convention Center, publicly owned property in Tacoma that 
is in the process of remediation and redevelopment, a public esplanade, and property of the Regional 
Transit Authority (Sound Transit). 
 
Possible Program Inconsistency:  None evident. 
 
Taxpayer Savings ($000)  CY 2004 CY 2005 CY 2006 CY 2007 

State levy   $      218 $      220 $      221 $      225 
Local levies   $      790 $      812 $      831 $      865 

 
If the exemption were repealed, would the taxpayer savings be realized as increased revenues? 
No - other taxpayers would experience reduced taxes for the state levy and most local levies. 
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84.36.010 FEDERAL GOVERNMENT 
 
Description:   Real and personal property owned by the United States government is exempt from 
property taxation. 
 
Purpose:   Property of the federal government is exempt under the Washington Constitution, except to the 
extent that Congress specifically allows such taxation, which it has rarely done.  The federal government 
does make certain payments in lieu of property taxes, e.g., for federal forest lands. 
 
Category/Year Enacted:   Government.  1854 
 
Primary Beneficiaries:   The U.S. government and its agencies and instrumentalities. 
 
Possible Program Inconsistency:  None evident. 
 
Taxpayer Savings ($000)  CY 2004 CY 2005 CY 2006 CY 2007 

State levy   $  77,265 $  83,521 $  88,892 $  95,345 
Local levies   $279,916 $308,546 $334,922 $366,655 

 
If the exemption were repealed, would the taxpayer savings be realized as increased revenues? 
No - taxation is prohibited by the State Constitution. 
 
 
 
84.36.010 STATE GOVERNMENT 
 
Description:   Real and personal property owned by the state is exempt from property taxation. 
 
Purpose:   Property of the state government is exempt under the Washington Constitution.  This reflects a 
long-standing legislative policy not to tax publicly owned property. 
 
Category/Year Enacted:   Government.  1889 
 
Primary Beneficiaries:   The state of Washington. 
 
Possible Program Inconsistency:  None evident. 
 
Taxpayer Savings ($000)  CY 2004 CY 2005 CY 2006 CY 2007 

State levy   $  51,953 $  52,443 $  52,605 $  53,587 
Local levies   $188,214 $193,735 $198,203 $206,074 

 
If the exemption were repealed, would the taxpayer savings be realized as increased revenues? 
No - taxation is prohibited by the State Constitution. 
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84.36.010 COUNTY GOVERNMENT 
 
Description:   Real and personal property owned by counties is exempt from property taxation. 
 
Purpose:   Property of county government is exempt under the Washington Constitution.  This reflects a 
long-standing legislative policy not to tax publicly owned property. 
 
Category/Year Enacted:   Government.  1889 
 
Primary Beneficiaries:   The 39 counties in Washington. 
 
Possible Program Inconsistency:  None evident. 
 
Taxpayer Savings ($000)  CY 2004 CY 2005 CY 2006 CY 2007 

State levy   $  98,709 $  99,640 $  99,949 $101,815 
Local levies   $357,604 $368,095 $376,582 $391,537 

 
If the exemption were repealed, would the taxpayer savings be realized as increased revenues? 
No - taxation is prohibited by the State Constitution. 
 
 
 
84.36.010 CITIES AND TOWNS 
 
Description:   Real and personal property owned by municipalities is exempt from property taxation. 
 
Purpose:   Property of municipal corporations is exempt under the Washington Constitution.  This reflects 
a long-standing legislative policy not to tax publicly owned property. 
 
Category/Year Enacted:   Government.  1889 
 
Primary Beneficiaries:   The 281 cities and towns in Washington. 
 
Possible Program Inconsistency:  None evident. 
 
Taxpayer Savings ($000)  CY 2004 CY 2005 CY 2006 CY 2007 

State levy   $  81,579 $  82,348 $  82,604 $  84,146 
Local levies   $295,545 $304,215 $311,229 $323,589 

 
If the exemption were repealed, would the taxpayer savings be realized as increased revenues? 
No - taxation is prohibited by the State Constitution. 
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84.36.010  PUBLIC SCHOOLS: COLLEGES AND UNIVERSITIES 
84.36.050(2) 
 
Description:   Real and personal property owned by the state's public colleges and universities is exempt 
from property taxation.  In addition, property leased to an institution of higher education by a nonprofit 
foundation established for the exclusive support of the institution is exempt. 
 
Purpose:   Property of the state government is exempt under the Washington Constitution.  This reflects a 
long-standing legislative policy not to tax publicly owned property. 
 
Category/Year Enacted:   Government. 1889; leased property by nonprofit educational foundations added 
in 2001. 
 
Primary Beneficiaries:   Public colleges and universities, including the six four-year institutions, 24 
community colleges and five vocational-technical institutes and their branch campuses. 
 
Possible Program Inconsistency:  None evident. 
 
Taxpayer Savings ($000)  CY 2004 CY 2005 CY 2006 CY 2007 

State levy   $  27,848 $  28,110 $  28,198 $  28,724 
Local levies   $100,887 $103,846 $106,241 $110,460 

 
If the exemption were repealed, would the taxpayer savings be realized as increased revenues? 
No - taxation is prohibited by the State Constitution. 
 
 
 
84.36.010 PUBLIC SCHOOLS: K - 12 
 
Description:   Real and personal property owned by school districts is exempt from property taxation. 
 
Purpose:   Property of school districts is exempt under the Washington Constitution.  This reflects a long-
standing legislative policy not to tax publicly owned property. 
 
Category/Year Enacted:   Government.  1889 
 
Primary Beneficiaries:   Approximately 2,100 campuses of the 296 public school districts. 
 
Possible Program Inconsistency:  None evident. 
 
Taxpayer Savings ($000)  CY 2004 CY 2005 CY 2006 CY 2007 

State levy   $  66,558 $  67,185 $  67,394 $  68,652 
Local levies   $241,124 $248,199 $253,922 $264,005 

 
If the exemption were repealed, would the taxpayer savings be realized as increased revenues? 
No - taxation is prohibited by the State Constitution. 
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84.36.010 PORT DISTRICTS 
 
Description:   Real and personal property owned by public port districts is exempt from property taxation. 
 
Purpose:   Property of municipal corporations is exempt under the Washington Constitution.  This reflects 
a long-standing legislative policy not to tax publicly owned property. 
 
Category/Year Enacted:   Government.  1911 
 
Primary Beneficiaries:   The 76 public port districts. 
 
Possible Program Inconsistency:  None evident. 
 
Taxpayer Savings ($000)  CY 2004 CY 2005 CY 2006 CY 2007 

State levy   $    9,350 $    9,438 $    9,467 $    9,644 
Local levies   $  33,872 $  34,866 $  35,670 $  37,086 

 
If the exemption were repealed, would the taxpayer savings be realized as increased revenues? 
No - taxation is prohibited by the State Constitution. 
 
 
 
84.36.010 FIRE DISTRICTS  
 
Description:   Real and personal property owned by fire districts is exempt from property taxation. 
 
Purpose:   Property of municipal corporations is exempt under the Washington Constitution.  This reflects 
a long-standing legislative policy not to tax publicly owned property. 
 
Category/Year Enacted:   Government.  1933 
 
Primary Beneficiaries:   Approx. 390 fire protection districts. 
 
Possible Program Inconsistency:  None evident. 
 
Taxpayer Savings ($000)  CY 2004 CY 2005 CY 2006 CY 2007 

State levy   $      854 $      862 $      865 $      881 
Local levies   $   3,094 $   3,184 $   3,258 $   3,388 

 
If the exemption were repealed, would the taxpayer savings be realized as increased revenues? 
No - taxation is prohibited by the State Constitution. 
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84.36.010 PUBLIC UTILITY DISTRICTS 
 
Description:   Real and personal property owned by public utility districts (PUDs) is exempt from 
property taxation.  However, public utility districts pay a privilege tax in lieu of property tax based on the 
electricity they generate and distribute or based on the water and/or sewer services they provide. 
 
Purpose:   Property of municipal corporations is exempt under the Washington Constitution.  This reflects 
a long-standing legislative policy not to tax publicly owned property. 
 
Category/Year Enacted:   Government.  1931 
 
Primary Beneficiaries:   28 PUDs statewide.  Of the 23 that generate and/or distribute electricity, 15 also 
provide water and/or sewer services.  The remaining 5 PUDs provide water and/or sewer services but do 
not generate or distribute electricity. 
 
Possible Program Inconsistency:  None evident. 
 
Taxpayer Savings ($000)*  CY 2004 CY 2005 CY 2006 CY 2007 

State levy   $    9,763 $    9,419 $    8,623 $    8,184 
Local levies   $  73,281 $  75,282 $  76,410 $  79,154 

 
 *net of public utility privilege tax which is in lieu of property tax. 
 
If the exemption were repealed, would the taxpayer savings be realized as increased revenues? 
No - taxation is prohibited by the State Constitution. 
 
 
84.36.010 HOSPITAL DISTRICTS 
84.36.040(2) 
 
Description:   Real and personal property owned by public hospital districts is exempt from property 
taxation.  Also, exemption is provided for property that is leased to and used by a hospital district for 
hospital purposes, as long as the benefit of the exemption inures to the hospital. 
 
Purpose:   Property of municipal corporations is exempt under the Washington Constitution.  This reflects 
a long-standing legislative policy not to tax publicly owned property. 
 
Category/Year Enacted:   Government.  1945; RCW 84.36.040(2) covering property leased to public 
hospitals was adopted in 2001. 
 
Primary Beneficiaries:   Approximately 40 hospitals operated by public hospital districts. 
 
Possible Program Inconsistency:  None evident. 
 
Taxpayer Savings ($000)  CY 2004 CY 2005 CY 2006 CY 2007 

State levy   $   1,923 $   1,941 $   1,947 $   1,983 
Local levies   $   6,966 $   7,171 $   7,336 $   7,627 

 
If the exemption were repealed, would the taxpayer savings be realized as increased revenues? 
No - taxation is prohibited by the State Constitution. 
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84.36.010 FOREIGN CONSULATES 
 
Description:   Property that belongs to a foreign national government or an international commission is 
exempt from property taxation, if it is used exclusively as an office or residence for a consul or other 
official representative of that nation and the consul or representative is a citizen of that nation. 
 
Purpose:   This follows the principle of reciprocity, whereby a foreign nation will not tax the property of a 
U.S. consulate if it is used and maintained by U.S. nationals. 
 
Category/Year Enacted:   Government.  1967 
 
Primary Beneficiaries:   Four foreign governments and four international commissions or councils benefit 
from this exemption.  All are located in King County. 
 
Possible Program Inconsistency:  None evident. 
 
Taxpayer Savings ($000)  CY 2004 CY 2005 CY 2006 CY 2007 

State levy   $        37 $        37 $        37 $        38 
Local levies   $      133 $      136 $      139 $      145 

 
If the exemption were repealed, would the taxpayer savings be realized as increased revenues? 
No - other taxpayers would experience reduced taxes for the state levy and most local levies. 
 
 
 
84.36.130 AIRPORTS OWNED BY CITIES IN OTHER STATES 
 
Description:   Real and personal property located in Washington that is exclusively owned by a municipal 
corporation of an adjoining state that is used primarily as an airport facility is exempt from property 
taxation, as long as the size of the airport does not exceed 500 acres. 
 
Purpose:   While reciprocity is not mentioned in this statute, it is assumed that should a similar situation 
occur in Oregon or Idaho, those states would enact similar exemptions. 
 
Category/Year Enacted:   Government.  1941; amended in 1998 to add the 500 acre limitation. 
 
Primary Beneficiaries:   Only the Pullman-Moscow Regional Airport in Whitman County.  Exemption for 
The Dallesport Airport in Klickitat County (owned by the city of The Dalles, Oregon) was eliminated due 
to the 500 acre limitation. 
 
Possible Program Inconsistency:  None evident. 
 
Taxpayer Savings ($000)  CY 2004 CY 2005 CY 2006 CY 2007 

State levy   $          6 $          6 $          6 $          7 
Local levies   $        23 $        24 $        24 $        25 

 
If the exemption were repealed, would the taxpayer savings be realized as increased revenues? 
No - other taxpayers would experience reduced taxes for the state levy and most local levies. 
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84.36.135 HOUSING FINANCE COMMISSION 
 
Description:   Real and personal property owned by the state Housing Finance Commission is exempt 
from property tax.  The Commission occasionally assumed title to real property when mortgages were 
sold under foreclosure proceedings.  Even though the Commission may technically hold title to the 
foreclosed parcel, it is standard practice for the servicing firm to sell the property or for the insurance 
company to take title and resell the property. 
 
Purpose:   Reflects the legislative policy not to tax governmental operations. 
 
Category/Year Enacted:   Government.  1983 
 
Primary Beneficiaries:   The Housing Finance Commission. 
 
Possible Program Inconsistency:  None evident. 
 
Taxpayer Savings ($000) None.  In the past, rare instances occurred where the Commission would 
acquire title to certain parcels.  Contracts are now structured so that the Commission avoids actually 
taking title to foreclosed properties.  Thus, there is no longer any impact associated with this exemption. 
 
 
 
84.36.210 PUBLIC RIGHT-OF-WAY EASEMENTS 
 
Description:   Easements obtained by governmental entities over and across private property are exempt 
from property taxation, general tax foreclosure, and sale for delinquent taxes when written documentation 
of the easement has been filed with the county auditor's office. 
 
Purpose:   Because publicly owned property is exempt from taxation, it follows that the value of 
easements obtained by government agencies for public purposes on privately owned land should similarly 
be exempt. 
 
Category/Year Enacted:   Government.  1947 
 
Primary Beneficiaries:   Governmental jurisdictions. 
 
Possible Program Inconsistency:  None evident. 
 
Taxpayer Savings ($000)  CY 2004 CY 2005 CY 2006 CY 2007 

State levy   $      176 $      178 $      178 $      182 
Local levies   $      638 $      657 $      671 $      698 

 
If the exemption were repealed, would the taxpayer savings be realized as increased revenues? 
No - other taxpayers would experience reduced taxes for the state levy and most local levies. 
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84.36.230 INTERSTATE BRIDGES 
 
Description:   A reciprocal exemption exists for bridges and their approaches that cross the state's 
boundaries which are owned by the state or local governments of Washington and the adjoining state. 
 
Purpose:   This exemption represents a combination of the legislative policy not to tax government 
property and to avoid retaliatory taxation by the adjoining states. 
 
Category/Year Enacted:   Government.  1949 
 
Primary Beneficiaries:   Presently nine bridges are jointly owned by Washington and one of its 
neighboring states; eight with Oregon and one with Idaho. 
 
Possible Program Inconsistency:  None evident. 
 
Taxpayer Savings ($000)  CY 2004 CY 2005 CY 2006 CY 2007 

State levy   $   1,146 $   1,157 $   1,160 $   1,182 
Local levies   $   4,151 $   4,273 $   4,372 $   4,546 

 
If the exemption were repealed, would the taxpayer savings be realized as increased revenues? 
No - other taxpayers would experience reduced taxes for the state levy and most local levies. 
 
 
 
84.36.451 LEASEHOLDS OF PUBLIC PROPERTY 
 
Description:   Private rights to use or occupy publicly owned property are exempt from property taxation.  
Individuals and businesses that lease public property are instead subject to the leasehold excise tax 
pursuant to Chapter 82.29A RCW, based on the rental value of the lease.  A section of the leasehold tax 
law, RCW 82.29A.120(1), limits the amount of that tax to what the property tax would otherwise be. 
 
Purpose:   The exemption assures that lessees of public property will pay only the leasehold excise tax 
and not personal property tax on the value of the lease. 
 
Category/Year Enacted:   Tax Base.  1976 
 
Primary Beneficiaries:   Private lessees of publicly owned property, e.g. port districts and state tidelands. 
 
Possible Program Inconsistency:  None evident. 
 
Taxpayer Savings ($000)*  CY 2004 CY 2005 CY 2006 CY 2007 

State levy   $ (11,168) $ (11,658) $ (12,381) $ (13,210) 
Local levies   $  11,168 $  11,658 $  12,381 $  13,210 

 
*Estimates are net of state and local leasehold excise tax.  Because the state leasehold excise tax 
rate is proportionately greater than the local rate, compared with the property tax rates, a shift of 
tax burden from the state to local jurisdictions would take place if the exemption were eliminated. 

 
If the exemption were repealed, would the taxpayer savings be realized as increased revenues? 
No - other taxpayers would experience reduced taxes for the state levy and most local levies. 
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84.36.605 SALE/LEASEBACKS FOR R.T.A. 
 
Description:   Real and personal property subject to a sale/leaseback agreement by a regional 
transportation authority (RTA) pursuant to RCW 81.112.300 is exempted from property taxation. 
 
Purpose:   The sale/leaseback arrangement (technically a lease/leaseback) is a financing mechanism to 
facilitate the acquisition of personal property by the RTA.  It is anticipated that this procedure will be 
used to acquire the rolling stock for the high capacity transit system, currently being developed by Sound 
Transit.  Under this arrangement, the personal property is leased by Sound Transit to an institutional 
equity investor which will, in turn, lease the equipment back to Sound Transit.  The principal benefit to 
the investor is that it may depreciate the property for federal income tax purposes (which Sound Transit 
could not do).  For Sound Transit the major benefit is that there should be a difference between the two 
leases, resulting principally from the timing of the payments, which will yield an up-front net benefit of 
about 6-8 percent of the cost of the equipment. 
 
Category/Year Enacted:   Government.  2000 
 
Primary Beneficiaries:   Sound Transit and the institutional investor. 
 
Possible Program Inconsistency:  None evident. 
 
Taxpayer Savings ($000) It is understood that Sound Transit has entered into one sale/leaseback 
agreement to date.  However, it is assumed that there is no net impact on property taxes resulting from 
this exemption, since there would be no property tax liability for Sound Transit if it had retained actual 
ownership of the personal property covered by the agreement. 
 
 


