EXPEDITED RULE MAKING

CODE REVISER USE ONLY

CR-105 (June 2024) TIME:
(Implements RCW 34.05.353)

OFFICE OF THE CODE REVISER
STATEOF WASHINGTON

DATE: August 21, 2024
7:27 AM

WSR 24-17-136

FILED

Agency: Department of Revenue

Title of rule and other identifying information: (describe subject) WAC 458-16-560 Housing for qualifying households.

Purpose of the proposal and its anticipated effects, including any changes in existing rules: The Department of
Revenue intends to amend WAC 458-16-560 to incorporate changes enacted pursuant to Substitute Senate Bill 5386 (2023)
and Substitute House Bill 2012 (2024). Specifically, these updates rule subsection 4(iii) — (iv) and adds a new subsection

4(vi).

Reasons supporting proposal: :The proposed amendments are necessary to conform the rule to SSB 5386 which passed

in 2023, and SHB 2012 with passed in 2024.

Statutory authority for adoption: RCW 82.01.060; RCW 82.32.300

Statute being implemented: RCW 84.36.560

Is rule necessary because of a:
Federal Law?
Federal Court Decision?
State Court Decision?

If yes, CITATION:

O
0 Yes No
O

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

] Private
0 Public
Governmental

Name of agency personnel responsible for:

Name

Drafting: Patrick Watkins

Office Location

6400 Linderson Way SW, Tumwater, WA

Phone

360-534-1539

Implementation:  Jeannette Gute

6400 Linderson Way SW, Tumwater, WA

360-534-1599

Enforcement: Jeannette Gute

6400 Linderson Way SW, Tumwater, WA

360-534-1599

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 this rule update because the Department is incorporating
changes resulting from 2023 and 2024 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: Patrick Watkins

Agency: Department of Revenue

Address: PO Box 47453, Olympia, WA 98504-7453

Phone: 360-534-1539

Fax: 360-534-1606

Email: PatrickWw@dor.wa.gov

Other:
BEGINNING (date/time) 8/21/2024 (12:00 am) AND RECEIVED BY (date/time) 10/21/2024 (11:59 pm)
Date: August 21, 2024 Signature:

Name: Brenton Madison %,/W

Title: Rules Coordinator

Page 2 of 2



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 21-01-063, filed 12/9/20, effective
1/9/21)

WAC 458-16-560 Housing for qualifying households. (1) (a) Intro-
duction. This rule explains the real and personal property tax exemp-
tion that may be claimed by nonprofit entities providing rental hous-
ing or lots for mobile homes within a mobile home park, mobile home
park cooperative, or manufactured housing cooperative for occupancy by
qualifying housgholds in accordance with RCW 84.36.560.

(b) This rule includes examples that identify a number
of facts ane tate a conclusion. These examples should only be
used as a ide. The tax results of other situations must be
determineg iew of all the facts and circumstances.

For the purposes of this rule, the following

ons apply:

"Group ho a single-family dwelling financed, in
whole in part, ore of the sources listed in subsection
' home" has multiple units occupied on a

persons who are not related by birth
endent upon each other financially.
cally receive financial assistance
t, such as Social Security benefits

or marriage [
Residents of a
from the federal
or supplementar
(b)

e.
mobile home park" means the same as

RCW 59.20.030.

(1) Nonprofit as de
come tax under section 5
amended;

(ii) Limited partnership i rtner is a nonprof-
it as defined in RCW 84.36.800 that income tax under
section 501 (c) of the federal Inte as amended, a
public corporation established und 35.21.670, or
35.21.730, a housing authority 5.82.030 or
35.82.300, or a housing authority itdon in RCW
35.82.210 (2) (a);

(iii) Limited liability company 1 i ' er is a
nonprofit as defined in RCW 84.36.800 that is exempt from
under section 501 (c) of the federal Internal Revenue Code,
a public corporation established under RCW 35.21.660,
35.21.730, a housing authority established under RCW
35.82.300, or a housing authority meeting the de
35.82.210 (2) (a); or

(iv) Mobile home park cooperative or a manufa d housing coop-
erative, as defined in RCW 59.20.030. A "mobile home"park cooperative"
and a "manufactured housing cooperative" are defined as real property
consisting of common areas and two or more lots held out for placement
of mobile homes, manufactured homes, or park models in which both the
individual lots and the common areas are owned by an association of
shareholders which leases or otherwise extends the right to occupy in-
dividual lots to its own members.

(d) "Occupied dwelling unit" means a living unit that is occupied
by an individual or household as of December 31st of the first assess-
ment year the rental housing or mobile home park becomes operational
or 1is occupied by an individual or household on January 1lst of each

800 that is exempt from in-
al Internal Revenue Code, as
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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.

subsequent assessment year in which the claim for exemption is submit-
ted.

(e) "Qualifying household" means:

(i) Until June 30, 2021, a single person, family, or unrelated
persons living together whose income is at or below ((f£f&y)) 50 per-
cent 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 lo-
cated. The median income level is that which is in effect as of Janu-
ary 1lst of the gear the application for exemption is submitted.

(ii) Begi ng July 1, 2021, a single person, family, or unrela-
ted persons together whose income is at or below ((sixty)) 60
percent o income adjusted for family size as most recently
determing eral Department of Housing and Urban Development
h the rental housing or mobile home park is lo-
cated me level is that which is in effect as of Janu-
le appdication for exemption is submitted.

"Rental Using cans a residential housing facility or
that 4 1t not owned, by qualifying households.
renewal declaration.

initial application for exemption
on or before March 31lst to exempt
lowing year. However, an initial ap-
31st i1if the property is acquired or
that date, if the property may quali-

(a)
must be filed wit
property from ta
plication may be
converted to an exempt us
fy for an exemption under

cqualify for exempt status,
must file a renewal decla-
ration on or before Mare hird year following initial
qualification for exemption

(c) Additional informa
quirements for this exemption can
application and renewal declaration.

(4) Full exemption. Real and 1 is exempt from
property taxes if:

(a) The property is owned or U
fined in subsection (2) of this rule,

ion and renewal re-
58-16-110 Initial

ity, as de-
using for

park;

(b) The benefit of the exemption is received by the n-
tity. That is, if the property is leased to or used by, ned
by, a nonprofit entity, the reduction in property taxe e to the ex-
emption is passed on to the nonprofit user either t h a reduction
in rent, reimbursement of rent, or property tax pai

(c) At least ((sevemrty—£fiwe)) 5 percent of thevoccupied dwelling
units in the rental housing or lots in the mobile home park are occu-
pied by qualifying households; and

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

(1) A federal or state housing program administered by the de-
partment of commerce;

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

(iii) An affordable housing levy authorized under RCW 84.52.105
or 84.55.050;
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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.

(iv) The surcharges authorized by RCW ((36-22-+r8—and—36-22-379))
36.22.250 and any of the surcharges authorized in chapter 43.185C RCW;
((ex))

(v) The Washington state housing finance commission, provided
that the financing is for a mobile home park cooperative or a manufac-
tured housing cooperative, as defined in RCW 59.20.030, or a nonprofit
entity; or

(vi) City or county funds designated for affordable housing.

(5) Partial exemption. If less than ((severty—fize)) 15 percent
of the occupied, dwelling units within the rental housing or lots in
the mobile hon 3rk are occupied by qualifying households, the rental
housing or ome park is eligible for a partial exemption on the
real prope otal exemption on the housing's or park's person-
erty must be owned or used by a nonprofit entity
using for qualifying households or used to pro-
a mobile home for a qualifying household will be

ot upon whi
in a mobile
ill be allowed for each dwelling unit in
the rent ' - lot in the mobile home park occupied by

operty exemption will be calculated
of the property reasonably necessary
o operate the mobile home park by a
ing the fraction is as follows:
action is the number of dwelling units
householdsy as of December 31st of the
housing facility or mobile
ary 1lst of each subsequent
ption is submitted; and

ion 1is the total number of
t of the first as-
mobile home park
uent assessment

fraction. The fo
(1) The numerator of
or lots occupied by qual
first assessment year i
home park becomes opera
assessment year in which
(1i) The denominato
dwelling units or lots occ
sessment year in which the rental ho
becomes operational, or on January
year in which the claim for exemptiogp
(6) Exempt facility with three
park with three or fewer lots wi . If the
rental housing or mobile home park i ' or fewer
dwelling units or lots and there are a i nits or

lots on January lst, the department will determine the size he ex-
emption based on the number of occupied dwelling units or s of
December 31st of the first assessment year the rental ho es

operational, and on May 1st of each subsequent asse
which a claim for exemption is submitted. For example
an exempt duplex is vacant on January lst and it is
year of operation, the department will determine
emption based on the number of occupied units on M
sessment year.

(7) Allowance for income growth. Because the occupants of rental
housing and mobile home parks granted an exemption under RCW 84.36.560
are generally attempting to improve their financial situation, the in-
come of the household is likely to fluctuate during the time they oc-
cupy the rental 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 housing
units or mobile home lots if the rental housing or mobile home park
continues to meet the certification requirements in subsection (4) (d)
of this rule, and if the household's income rises above the applicable

one-half of
duplex's third
size of the ex-
lst of that as-

[ 31 0Ts-5770.1



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.

"qualifying household"™ threshold in subsection (2) (e) of this rule,
but remains at or below ((eighty)) 80 percent of the median income ad-
justed for family size as most recently determined by the federal De-
partment of Housing and Urban Development for the county in which the
rental housing or mobile home park is located; and

(b) If a rental housing unit or mobile home lot receiving an ex-
emption under the exception in (a) of this subsection becomes vacant
and is subsequently rerented, the income of the household moving into
the rental unit or onto the mobile home lot must meet the applicable
median income zequirements for a qualifying household as described in
subsection (2 of this rule to remain exempt from property tax.

(c) a rental unit is occupied by a qualifying house-
hold whose es up to ((sewventy)) 70 percent of median income,
i its exempt status as long as the household con-
rental unit and the household's income remains
below : 80 rcent of median income. If the residents of the
ne 1lst and the unit is subsequently rented

come th ' (e) of this rule, the unit will retain
if the rental unit is rented to a
e median income threshold in subsec-
becomes ineligible for exemption as
r.

esidents. The income of the individ-
as defined in subsection (2) of this
itute the income of a single
an independent household
er words, the income of the

household who
tion (2) (e) of thisg
of January 1st o

(8) Group
ual residents of a group
rule, will not be combine
household. Each resident
occupying a separate dwe

residents of a group ho ' aggregated when the department
determines the size of the € group home is entitled to re-
ceive. For example, if the sidents a group home, the
department will process the applica for ex as if there were

the exemption on
below the me-
e, the group
e property

that basis. If three of the residen ave
dian income threshold in subsectio
home will receive a ((ff&y)) 50
taxes due on the group home.

(9) Eligibility of property unocc
plication or at any time after the exemption is granted.
is unoccupied at the time of initial application or on Jan
any subsequent year is still eligible for exemption if c¢ i-
tions are met. If the property is currently taxable, i ive
exempt status as of the assessment year in which the m for exemp-
tion is submitted. If the property is currently exe ut the exempt
use will cease or will be reduced because of reno ons or repairs,
the exempt status of the property may be continued¥for taxes payable
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 ac-
quire, construct, remodel, renovate, or otherwise convert the property
to provide housing for qualifying households from one or more of the
sources listed in subsection (4) (d) of this rule;
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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 nonprofit entity has manifested its intent in writing to
construct, remodel, renovate, or otherwise convert the rental housing
or mobile home park to housing for qualifying 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 qualifying
households, only that portion is entitled to an exemption under this
rule.

(10) Exclusive use required. To be exempt under RCW 84.36.560,
the property must be exclusively used to provide rental housing or mo-
bile home lotsgfor qualifying households, except as provided in RCW

84.36.805.

(11) in-lieu of property tax will be accepted. Any non-
profit en qyualifies for a property tax exemption under RCW
84.36.560 ) ) make payments to the city, county, or other po-
litica or the improvements, services, and facilities
furnig county, or political subdivision for the bene-

al heusing facility or mobile home lots. Howev-—
S i eed the amount of property tax last lev-
ied as 5 ity, county, or political subdivision on
the proper he exemption was effective.
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