 This rule was in effect 4/3/1994 through 1/20/2002.
WAC 458-16-130  Change in taxable status of nongovernmental real property.  (1) Introduction.  This section explains what occurs when a change in ownership or use of real property owned or used by a nongovernmental entity causes the property to either gain or lose its tax exempt status.

(2) Definitions.  For purposes of this section, the following definitions apply:

(a) "Cessation of use" means that an owner or user of exempt real property has ceased to physically use the property for an exempt use.  The term also refers to property that has lost its exempt status because it was transferred, loaned, or rented to an owner that is not entitled to an exemption.

(b) "Real property" means real property owned or used by a nongovernmental organization, association, corporation, or private individual.

(c) "Rollback" refers to the provisions of RCW 84.36.810 that make previously exempt property subject to back taxes and interest because of a change in ownership or a cessation of an exempt use unless the subject property has been exempt for at least ten years.

(3) Exempt to taxable status.  A change in the ownership or use of real property that makes the property no longer exempt from taxation shall cause the real property to be assessed and taxed as of the date of the cessation of use or change of ownership, as provided in RCW 84.40.350 through 84.40.390.  If the owner or new owner begins to use the property for an exempt use within one hundred twenty days of the date the previous exempt use ceased, the property will not be placed back on the tax assessment roll as of the date of cessation.  However, if an agreement establishing an alternate exempt use has not been signed or an alternative exempt use has not been found within one hundred twenty days, the property will be placed back on the assessment roll and, if appropriate, the rollback provisions of RCW 84.36.810 will be applied as of the date the cessation of use occurred.  All real property that is no longer exempt from taxation shall be subject to a pro rata share of taxes allocable for the remaining portion of the year in which the cessation of use or change in ownership occurred.  If only a portion of the property no longer qualifies for tax exemption, only that portion shall be assessed and taxed.

(a) Real property changes from exempt to taxable status whenever the property:

(i) Is transferred through either sale, exchange, gift, or contract from tax exempt ownership to taxable ownership;

(ii) Is transferred through either sale, exchange, gift, or contract from tax exempt ownership to another nonprofit organization, association, or corporation that has not applied for a property tax exemption;

(iii)  Is converted to a taxable use; or

(iv) When it otherwise loses its exempt status.

(b) Examples.

(i) Example 1.  For five years, nonprofit "A" operates a rehabilitative social service facility and receives a property tax exemption for this property.  Nonprofit "A" transfers this property to nonprofit "B," who continues to receive the 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 after the exempt activity ceased, nonprofit "B" sells the exempt property to XYZ Printing Company, a profit seeking business.  This property became taxable at the time nonprofit "B" vacated the premises.  The provisions of RCW 84.34.810 will be  applied as of the date of the move.

(ii) Example 2.  A nonprofit hospital owns and occupies a building for which it receives a property tax exemption.  The hospital ceases to use the property on January 1, 1992, and does not intend to use or occupy the exempt property any longer.  It intends to rent this property to another nonprofit organization and actively advertises and looks for such a tenant.  On April 15, 1992, a nonprofit nursing home signs a lease agreement with the hospital to use and occupy the property for an exempt purpose effective June 1, 1992.  In this instance, the property will not be subject to taxation for the interim period.

(c) The taxes owing when property changes from exempt to taxable ownership shall be prorated as of:

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

(ii) The date the property is converted to a taxable use.

(d) When the status of real property changes from exempt to taxable, the rollback provisions of RCW 84.36.810 apply.  Taxes are collected by the county treasurer in accordance with that statute if this property was previously exempt from ad valorem taxation under any of the following provisions:

(i) It was owned and used by:

(A) A nonprofit organization, association or corporation for character building, benevolent, protective, or rehabilitative social services (RCW 84.36.030);

(B) A nonprofit church, denomination, group of churches, or an organization or association, the membership of which is comprised solely of churches and/or their qualified representatives, as a church camp (RCW 84.36.030);

(C) An organization or society of veterans of any war of the United States (RCW 84.36.030);

(D) Corporations formed under an act of congress to furnish volunteer aid to members of the armed forces of the United States (RCW 84.36.030);

(E) Corporations formed under an act of congress to carry on a system of national and international relief to mitigate and to prevent suffering caused by pestilence, famine, fire, floods, and other national calamities (RCW 84.36.030);

(F) Nonprofit organizations exempt from federal income tax under section 501 (c)(3) of the Internal Revenue Code that are guarantee agencies under the federal guaranteed student loan program or guarantee agencies that issue debt to provide or acquire student loans (RCW 84.36.030);

(G) Nonprofit organizations, associations or corporations in connection with the operation of a public assembly hall, public meeting place, community meeting hall, or community celebration facility (RCW 84.36.037);

(H) Nonprofit organizations for solicitation or collection of gifts, donations, or grants for character building, benevolent, protective, or rehabilitative social services or for distribution to at least five other nonprofit organizations or associations that provide such social services (RCW 84.36.550);

(I) Associations maintaining and exhibiting art, scientific or historical collections for the benefit of the general public and not for profit (RCW 84.36.060);

(J) Fire companies for preventing and fighting fires (RCW 84.36.060); or

(K) Humane societies (RCW 84.36.060).

(ii) It was used by:

(A) Nonprofit day care centers (RCW 84.36.040);

(B) Free public libraries (RCW 84.36.040);

(C) Nonprofit orphanages (RCW 84.36.040);

(D) Nonprofit homes for the sick or infirm or nonprofit hospitals for the sick (RCW 84.36.040);

(E) Nonprofit outpatient dialysis facilities (RCW 84.36.040); or

(F) Nonprofit homes for the aging (RCW 84.36.041).

(iii) It was owned or used for nonprofit schools or colleges (RCW 84.36.050).

(iv) It was owned or leased, and used by:

(A) Nonprofit organizations providing emergency or transitional housing to low-income homeless persons or victims of domestic violence (RCW 84.36.043); or

(B) Associations 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 (RCW 84.36.060).

(e) When real property that was previously exempt under the provisions of RCW 84.36.260, that is, the property was used to conserve ecological systems, natural resources, or open space, becomes taxable, the rollback provisions of RCW 84.36.262 shall apply.

(4) Acquiring tax exempt status.  Within sixty days of acquiring real property that may qualify for exemption, or within sixty days of converting real property to a use that may qualify for exemption, any nongovernmental organization, association, or corporation that wishes to have the property exempted from ad valorem taxation must file an application with the department of revenue relating to the subject property seeking either a new or continued exemption from property tax under the provisions of chapter 84.36 RCW.  All applications must comply with the requirements set forth in WAC 458-16-110 and 458-16-111.

(a) If the application is approved, the property will be exempt from taxes payable the following year.

(b) If exempt property is transferred from one nonprofit organization, association, or corporation to another, the property shall continue to be exempt from taxation upon the timely receipt of the required application from the purchasing organization and after approval of this application.

[Statutory Authority:  RCW 84.08.010, 84.08.070 and chapter 84.36 RCW.  94-07-008, ? 458-16-130, filed 3/3/94, effective 4/3/94.  Statutory Authority:  RCW 84.36.389 and 84.36.865.  88-13-041 (Order PT 88-8), ? 458-16-130, filed 6/9/88.  Statutory Authority:  RCW 84.36.865.  85-05-025 (Order PT 85-1), ? 458-16-130, filed 2/15/85.  Statutory Authority:  RCW 84.36.389 and 84.36.865.  83-19-029 (Order PT 83-5), ? 458-16-130, filed 9/14/83.  Statutory Authority:  RCW 84.36.865.  81-21-009 (Order PT 81-13), ? 458-16-130, filed 10/8/81; 81-05-017 (Order PT 81-7), ? 458-16-130, filed 2/11/81; Order PT 77-2, ? 458-16-130, filed 5/23/77; Order PT 76-2, ? 458-16-130, filed 4/7/76.  Formerly WAC 458-12-148.]
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