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Title of rule and other identifying information: (describe subject) WAC 458-16-130 Change in taxable status of real
property and WAC 458-16-165 Conditions under which nonprofit organizations, associations, or corporations may obtain a
property tax exemption.

Purpose of the proposal and its anticipated effects, including any changes in existing rules: The department is
amending WAC 458-16-130 to incorporate 2023 legislation, House Bill 1303. Section 2 of this bill explains how the assessor
lists and values publicly owned property that loses its exempt status. WAC 458-16-165 is being amended to incorporate 2023
legislation, House Bill 1265. Section 2 of this bill explains certain provisions regarding a property tax exemption for housing
for persons with developmental disabilities.

Reasons supporting proposal: Updating these rules will provide clarity to taxpayers regarding administrative provisions for
certain property tax exemptions

Statutory authority for adoption: RCW 84.08.010, 84.08.070, and 84.36.865.

Statute being implemented: RCW 84.36.805 and 84.40.370

Is rule necessary because of a:
Federal Law? O
Federal Court Decision? O Yes No
State Court Decision? O

If yes, CITATION:

Name of proponent: (person or organization) Department of Revenue Private
Public

O
O
Governmental

Name of agency personnel responsible for:

Name Office Location Phone
Drafting: Leslie Mullin 6400 Linderson Way SW, Tumwater, WA (360) 534-1589
Implementation:  John Ryser 6400 Linderson Way SW, Tumwater, WA (360) 534-1605
Enforcement: John Ryser 6400 Linderson Way SW, Tumwater, WA (360) 534-1605

Agency comments or recommendations, if any, as to statutory language, implementation, enforcement, and fiscal
matters: None
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Expedited Adoption - Which of the following criteria was used by the agency to file this notice:
[ Relates only to internal governmental operations that are not subject to violation by a person;

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

LI Corrects typographical errors, make address or name changes, or clarify language of a rule without changing its effect;

] Content is explicitly and specifically dictated by statute;

] Have been the subject of negotiated rule making, pilot rule making, or some other process that involved substantial
participation by interested parties before the development of the proposed rule; or
LI Is being amended after a review under RCW 34.05.328.

Expedited Repeal - Which of the following criteria was used by the agency to file notice:

[] The statute on which the rule is based has been repealed and has not been replaced by another statute providing
statutory authority for the rule;

[] The statute on which the rule is based has been declared unconstitutional by a court with jurisdiction, there is a final
judgment, and no statute has been enacted to replace the unconstitutional statute;

I The rule is no longer necessary because of changed circumstances; or

1 Other rules of the agency or of another agency govern the same activity as the rule, making the rule redundant.

Explanation of the reason the agency believes the expedited rule-making process is appropriate pursuant to RCW
34.05.353(4): The expedited rule-making process is applicable to these rule updates because the Department is
incorporating changes resulting from 2023 legislation.

NOTICE

THIS RULE IS BEING PROPOSED UNDER AN EXPEDITED RULE-MAKING PROCESS THAT WILL ELIMINATE THE
NEED FOR THE AGENCY TO HOLD PUBLIC HEARINGS, PREPARE A SMALL BUSINESS ECONOMIC IMPACT
STATEMENT, OR PROVIDE RESPONSES TO THE CRITERIA FOR A SIGNIFICANT LEGISLATIVE RULE. IF YOU
OBJECT TO THIS USE OF THE EXPEDITED RULE-MAKING PROCESS, YOU MUST EXPRESS YOUR OBJECTIONS IN
WRITING AND THEY MUST BE SENT TO

Name: Leslie Mullin

Agency: Department of Revenue

Address: PO Box 47467, Olympia, WA 98504-7467

Phone: (360) 534-1589

Fax: (360) 534-1606

Email: LeslieMu@dor.wa.gov

Other:

AND RECEIVED BY (date) December 18, 2023

Date: October 10, 2023 Signature:

Name: At Aciz W %5

Title: Rules Coordinator
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This rule draft is being proposed under an expedited rule-making process that does not require the agency to hold public hearings.
Under no circumstances is this proposed rule to be used as a basis for determining tax liability or eligibility for a tax deduction, exemption, or credit.

AMENDATORY SECTION (Amending WSR 02-02-009, filed 12/20/01, effective
1/20/02)

WAC 458-16-130 Change in taxable status of real property. (1)
Introduction. This rule explains what occurs when taxable property be-
comes exempt and when exempt property becomes taxable. It also de-
scribes how property will be treated when exempt use is pending.

(2) Definitions. For purposes of this rule, the following defini-
tions apply:

(a) "Ba

es" means the property taxes that would have been
paid but fo istence of the property tax exemption during the
three yea lately preceding the cancellation or removal of the
exemptlor ] ' e life of the exemption, whichever is less, plus

1 ate and ((eemputed)) calculated in the same way
taxes((——see))L RCW 84.36.810. However, "back
erently when an exemption is ((eameeiled))
erty owned by a not-for-profit foundation
upport of an institution of higher edu-
or a nature conservancy under RCW
and WAC 458-16-150 Cessation of
2ars, regarding not-for-profit foun-
458-16-290 Nature conservancy lands,
a more detailed explanation of the

cation u
84.36.260.
use—Taxes collecti
dations and RCW
regarding naturé
back taxes imposed on thes
(b) "Cessation of u

owner or user of exempt real
property has ceased to or an exempt purpose. The
term also refers to prot its exempt status because
it was sold, transferred ed to an owner or user that
is not entitled to a propesz bn under chapter 84.36 RCW.

(c) "Department" means revenue.

(d) "Real property" means defined in RCW
84.04.090, owned or used by a nongov it organization,
association, or corporation, a forei ent, cemetery,
soil and water conservation district district es-
tablished under chapter 70.44 RCW.

(e) "Rollback" means the back ta
cordance with RCW 84.36.810 because t
empt status and is now taxable for property tax purposes.
when an exemption granted to a nature conservancy under RC
is ((eameetted)) canceled or removed different rollback p
applied. See RCW 84.36.262 and WAC 458-16-290.

(3) Acquiring tax exempt status. An applicatio
with the department within ((sixty)) 60 days of acqui g real proper-
ty that may qualify for exemption or converting re operty to a use
that may qualify for exemption, any nongovernmental“nonprofit organi-
zation, association, or corporation, foreign national government, cem-
etery, or public hospital district established under chapter 70.44 RCW
that wants to obtain a property tax exemption for this property ((must
file—an—application—with +the department)). The applicant may file an
application for either a new or continued exemption from property tax
under chapter 84.36 RCW. All applications must comply with the re-
quirements set forth in WAC 458-16-110 Initial application and renewal
declaration.

(a) If an application for a new exemption is approved, the prop-
erty will be exempt for taxes payable during the following calendar

st be filed
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This rule draft is being proposed under an expedited rule-making process that does not require the agency to hold public hearings.
Under no circumstances is this proposed rule to be used as a basis for determining tax liability or eligibility for a tax deduction, exemption, or credit.

year. For example, a nonprofit hospital acquires a new building on
February 10, ((26868%)) 2022, converts it to an exempt use by April 1,
((2683+)) 2022, and applies for a property tax exemption on April 14,
((26064)) 2022. If the application is approved, the property tax exemp-
tion will be effective for taxes payable in ((2662)) 2023.

(b) When exempt property is acquired by an entity that is eligi-
ble for a property tax exemption under chapter 84.36 RCW, the exempt
status of the property will continue ((as—%Feng—as)) if the purchaser
makes an application to continue the property tax exemption within
((sdxty)) 60 days of the date of acquisition and the application is
subsequently oved by the department. For example, if a nonprofit
home for thg acquires exempt property from a nursing home, the
exempt sta C property will not change ((as—3Ferg—as)) 1f the
' kes appllcatlon to the department within ((sdx—
ing the nursing home and the application for ex-
ed by the department.

may lose its exempt status for ((e—sum—
this occurs, the property tax exemption
removed. ((aee)) When the exemption
ved, the property becomes subject to
for publicly owned property that
the property will be assessed and
as of the date of the cessation of
occurred, as provided in RCW 84.40.350
through 84.40.390. Additi surer of the county in which
the property is located lect a pro rata portion of
the taxes allocable to f on of the current tax year
after the date the exemp ' > ~d)) canceled or removed. If
only a portion of the prog quallfles for a tax exemp-
tion, the exempt status of the property
((shatt)) will be ((eaneeliided)) tion of the prop-
erty will be subjected to assessmen ing the current
tax year.

For publicly owned property t
and loses its exempt status and be
value and 1list the property as of the
the year of the status change in accor

(a) Real property changes from exempt to taxable status
e¥)) when the property is:

(i) Transferred as a result of a sale, exchange,
tract from tax exempt to taxable ownership;

(ii) Transferred as a result of a sale,
tract from tax exempt ownership to ((amether)) a
tion, association, or corporation that fails to ap
denied a property tax exemption;

(iii) Converted to a taxable use; or

(iv) Loses its exempt status for some other reason.

(b) Except for publicly owned property exempt under RCW
84.36.010, the rollback provisions of RCW 84.36.810 apply when the
status of real property changes from exempt to taxable. See WAC
458-16-150 for specific information. However, the rollback provisions
of RCW 84.36.262 apply when the property was exempt under RCW
84.36.260 for the conservation of ecological systems, natural resour-
ces, or open space. When property changes from exempt to taxable sta-
tus, the taxes owing will be prorated as of:

the follow1ng yea
was exempt unde
taxed at its t

W 84.36.010,
essor must
date for

for or has been
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This rule draft is being proposed under an expedited rule-making process that does not require the agency to hold public hearings.
Under no circumstances is this proposed rule to be used as a basis for determining tax liability or eligibility for a tax deduction, exemption, or credit.

(1) The date the instrument of sale, exchange, gift, or contract
is executed; or

(i1i) The date on which the property is converted to a taxable
use.

(c) Example 1. For five years, nonprofit "A" operated a day care
center and received a property tax exemption for this property. Non-
profit "A" transfers this property to nonprofit "B," a nonprofit hos-
pital, that continues to receive a property tax exemption for this
property. Two years after acquiring the property nonprofit "B" ceases
to use the exempt property for an exempt purpose. One hundred days af-
ter the exempt tivity ceased, nonprofit "B" sells the exempt proper-
ty to XYZ Company, a profit seeking business. The property
became ta he provisions of RCW 84.34.810 will be applied as
of the dg S to use the property for an exempt purpose.
nonprofit shelter for low-income persons owned
g for which it received a property tax exemp-
sed to use the property on January 1, ((266%))
ent eoccupy the property. ((B&%—&%—hepeé—%e
Thv 4&; er advertised the property so it could
E ganlzatlon for a tax exempt purpose

aetivery adver ked—for—sueh o +tenant—6Sn—Jone—1
._The nonp —m ' hrad—been—unabite—teo e
e A epe v+~) ) was unable to find an-
ent the property for a tax exempt
P signed a lease agreement with a for-
(+)) which intended to ((wse—and)) occupy
256 ly 1, 2022. The rollback
as of January 1, ((266%))

other nonproflt ganizat
purpose, so on June 1, 2(
profit business enterpris
the property effective
provisions of RCW 84.36.
2022.

%

i 1
o T

0 must

(5) Change of owners Exempt use pending. If the own-
ership of exempt property changes @ mpt property ceases
but the owner of the property begins i an exempt purpose
within ( (epe—hundred—twenty)) 120 the ownership
changed or the previous exempt use ¢ will continue
to be exempt from property tax. Ho ' establishing
an alternate exempt use is not sigl mpt use 1is
not found within ((eme—hundred—twenty)
taxable and is noted as such on the as
ownership changed or the exempt use ceased. Additionally, i ropri-
ate, the rollback provisions of RCW 84.36.810 will be app
84.36.262 if the exempt property was exempt as a nature c
pro rata share of taxes allocable for the remaining
year in which the cessation of use or change in ow
will be collected.

ip occurred

AMENDATORY SECTION (Amending WSR 22-24-097, filed 12/6/22, effective
1/6/23)

WAC 458-16-165 Conditions under which nonprofit organizations,
associations, or corporations may obtain a property tax exemption.
(1) Introduction. This rule describes the conditions in RCW 84.36.805
and 84.36.840 that most nonprofit organizations, associations, and
corporations must satisfy in order to receive a property tax exemption
under chapter 84.36 RCW.
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This rule draft is being proposed under an expedited rule-making process that does not require the agency to hold public hearings.
Under no circumstances is this proposed rule to be used as a basis for determining tax liability or eligibility for a tax deduction, exemption, or credit.

(2) Definitions. For purposes of this rule, the following defini-
tions apply:

(a) "Department" means the department of revenue.

(b) "Inadvertent use" or "inadvertently used" means the use of
the property in a manner inconsistent with the purpose for which the
exemption is granted through carelessness, lack of attention, lack of
knowledge, mistake, surprise, or neglect.

(c) "Maintenance and operation expenses" means items of expense
allowed under generally accepted accounting principles to maintain and
operate the loamned or rented portion of the exempt property.

(d) "Revy " means income received from the loan or rental of
exempt prope the income exceeds the amount of maintenance and
operation ttributable to the portion of the property loaned

vice contract" means a contract between a non-

prof association, or corporation and an independent
cont independent contractor provides a service
on ¢ bciation's, or corporation's tax exempt
property i 3 ction (5) (c) of this rule.)

» . i . udes examples that identify a set of
facts and t These examples should only be used
as a general guide will evaluate each case on its par-
ticular facts and

(4) Applice i is e. This rule does not apply to ex-
emptions granted :

(a) Public burying g ies under RCW 84.36.020;

(b) Churches, parsot
84.36.020;

(c) Administrative i ces it recognized religious or-
ganizations under RCW 84.

(d) Nonprofit homeo
84.36.049;

(e) Water distribution property ofit corporation
or cooperative association under RCW

(f) Nonprofit fair associations

(g) Multipurpose senior citize

(5) Exclusive use. Exempt proper
the actual operation of the activity £
tion, association, corporation, hospital established unde
36.62 RCW, or public hospital district established under c 0.44
RCW, received the property tax exemption unless the auth
ute states otherwise. The property exempted from taxati
ceed an area reasonably necessary to facilitate the ex

(a) Loan or rental of exempt property. ((
information on loans and rentals of property mpt under RCW
84.36.030, see RCW 84.36.031. For other exempt property, dJgenerally,
the loan or rental of exempt property does not make it taxable if:

(1) The rents or donations received for the use of the property
are reasonable and do not exceed the maintenance and operation expen-
ses attributable to the portion of the property loaned or rented;
((ardg))

(ii) Except for the exemptions under RCW 84.36.030(4), 84.36.037,
84.36.050, and 84.36.060 (1) (a) and (b), the property would be exempt
from tax if owned by the organization to which it is loaned or rented;
and

under RCW

purpose.
)) For

(1iii) The loan and rental provisions described in this subsection
(5) (a) do not apply to real and personal property owned or leased by a
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This rule draft is being proposed under an expedited rule-making process that does not require the agency to hold public hearings.
Under no circumstances is this proposed rule to be used as a basis for determining tax liability or eligibility for a tax deduction, exemption, or credit.

nonprofit organization, corporation, or association to provide housing
for eligible persons with developmental disabilities, as described un-
der RCW 84.36.042.

(b) Fund-raising events. The use of exempt property for fund-
raising events conducted by an exempt organization, association, cor-
poration, hospital established under chapter 36.62 RCW, or public hos-
pital district established under chapter 70.44 RCW, does not jeopard-
ize the exemption if the fund-raising events are consistent with the
purposes for which the exemption was granted. The term "fund-raising"
means any rev~*ue—raising event limited to less than five days in
length that d ses 51 percent or more of the profits realized from
empt nonprofit entity conducting the fund-raising

nonprofit social service agency holds an art
auctio ium of its tax exempt facility to raise funds.
than five days in length and 51 percent of the
rsedoto the social service agency because the

drive to S criptions are being sold door-to-door
by students ions on this fund-raising event be-
cause the subscrip being held on exempt property.

(c) Persona - Exempt programs. Programs provi-
ded under a pe i '

(1) The program is ¢ istent with the purposes of
the exempt organization, ' ' c poration;

(1ii) The exempt ory 2tion, or corporation main-
tains separate financial receipts and expenses rela-
ted to the program; and

(iii) A summary of al ' and of the program are

provided to the department upon regue
(iv) Example 3. A nonprofit schg contract with a
provider to offer aerobic classes to | ealth and fit-

ness. All brochures and bulletins i es must show

that the school is sponsoring the c sa0f the con-
tract between the nonprofit school and an in-
dependent contractor, the instructor s for a

predetermined fee. All fees collected from the participan f the
classes must be received by the school; the school, in tur
sorb all costs related to the classes.

(d) Personal service contract - Nonexempt programs. ro-
vided under a personal service contract (i) that requi the contrac-
tor to reimburse the nonprofit organization for pro expenses, Or
(ii) in which the instructor is paid a fee based o number of peo-
ple who attend the program will be viewed as a rental agreement and
will subject the property to property tax.

(e) Inadvertent use. An inadvertent use of the property in a man-
ner inconsistent with the purpose for which the exemption was granted
does not subject the property to tax if the inadvertent use 1is not
part of a pattern of use. A "pattern of use" is presumed when an inad-
vertent use 1is repeated in the same assessment year or in two or more
successive assessment years.

(6) No discrimination allowed. The exempt property and the serv-
ices offered must be available to all persons regardless of race, col-
or, national origin, or ancestry.
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This rule draft is being proposed under an expedited rule-making process that does not require the agency to hold public hearings.
Under no circumstances is this proposed rule to be used as a basis for determining tax liability or eligibility for a tax deduction, exemption, or credit.

(7) Compliance with licensing or certification requirements. A
nonprofit entity, hospital established under chapter 36.62 RCW, or
public hospital district established under chapter 70.44 RCW seeking
or receiving a property tax exemption must comply with all applicable
licensing and certification requirements imposed by law or regulation.

(8) Property sold subject to an option to repurchase. Property
sold to a nonprofit entity, hospital established under chapter 36.62
RCW, or public hospital district established under chapter 70.44 RCW
with an option to be repurchased by the seller cannot qualify for an
exemption. Thisgprohibition does not apply to:

(a) Limig equity cooperatives as defined in RCW 84.36.675; or

(b) P sold to a nonprofit entity, as defined in RCW
84.36.560,

(1) as defined in RCW 84.36.800 that is exempt from
income on 501 (c) of the federal Internal Revenue Code;

entity established wunder RCW 35.21.660,

created under RCW 35.82.030;
meeting the definition of RCW 35.82.210

ished under RCW 35.82.300.
1l records. To determine whether a
eive a property tax exemption under
RCW and before the exemption is re-
aiming exemption must submit a signed
with the depastment. This sworn statement
e receipts, and donations of
used to pay the actual ex-
penses incurred to maint® exempt facility or for its
capital expenditures and 1 It must also include a
statement listing the receilp i f the organization,
association, or corporation. This = : e made on a form
prescribed and furnished by the depart

(a) The provisions of this subg
either applying for or receiving
84.36.030, or 84.36.049.

(b) This signed statement must b
31st each year by any entity currentl
this statement is not received on or before March 31st, the rtment
will remove the tax exemption from the property. However, art-
ment will allow a reasonable extension of time for fili X=
empt entity has submitted a written request for an exte e-
fore the required filing date and for good cause.

(10) Caretaker's residence. If a nonprofit en hospital es-
tablished under chapter 36.62 RCW, or public hospi district estab-
lished under chapter 70.44 RCW exempt from property+vtax under chapter
84.36 RCW employs a caretaker to provide either security or mainte-
nance services and the caretaker's residence is located on exempt
property, the residence may qualify for exemption if the following
conditions are met:

(a) The caretaker's duties include regular surveillance, patrol-
ling the exempt property, and routine maintenance services;

(b) The nonprofit entity, hospital established under chapter
36.62 RCW, or the public hospital district established under chapter
70.44 RCW demonstrates the need for a caretaker at the facility;

(9) Dut to
nonprofit entity
the provisions
newed each year, the en
statement made under oat
must include a declaratig
the entity seeking the

to an entity
W 84.36.020,
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This rule draft is being proposed under an expedited rule-making process that does not require the agency to hold public hearings.
Under no circumstances is this proposed rule to be used as a basis for determining tax liability or eligibility for a tax deduction, exemption, or credit.

(c) The size of the residence 1is reasonable and appropriate in
light of the caretaker's duties and the size of the exempt property;
and

(d) The caretaker receives the use of the residence as part of
his or her compensation and does not pay rent. Reimbursement of utili-
ty expenses created by the caretaker's presence 1is not considered
rent.

(11) Nonexempt uses of property. The use of property exempt under
this chapter, other than as specifically authorized by this chapter,
nullifies the <emption otherwise available for the property for the
assessment yez However, the exemption is not nullified by the use of

individual, group, or entity, where such use 1is
ized by this chapter, for not more than 50 days in
1d the property is not used for pecuniary gain or
ivities for more than 15 of the 50 days in each
and 15-day limitations do not include days for
( '-s that take place immediately preceding or
follo ' event. If these requirements are not met,
the exe i i i e affected portion of the property for

not other
each calgndar vyear,
to prom business

(12) Fa . and 15-day limitations in subsection
(11) of this rule exempt property under RCW 84.36.037
if the property ies related to a qualifying farmers
market, for up endar year, and all income received
from the rental or use of xempt property is used for capital im-
provements to the exemp enance and operation of the
exempt property, or exemg poses of this rule, "farm-
ers market" has the same yving farmers market" as de-
fined in RCW 66.24.170.

(13) Segregation of nperty Any portion of exempt
property not meeting the qgua i e will lose its ex-
empt status. Nonqualifying property
used for exempt purposes. For examp i of a building
owned by a nonprofit hospital is re hop, this por-
tion of the hospital must be segzm inder of the
' The portion
of the building rented to the sandwi property
tax.

[ 7] 0Ts-5012.1





