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HOUSE BI LL 1302

State of WAshi ngt on 55th Legislature 1997 Regul ar Sessi on
By Representatives Pennington, Kessler, Carrell, Boldt, Thonpson,
Shel don, Cairnes, Lanbert, B. Thomas, Mtchell, Chandler, Talcott,

Cooke, Schoesler, Robertson, Huff, Melke, Lisk, Delvin, Wnsman,
Mul i ken, Backlund and L. Thomas

Read first tine 01/21/97. Referred to Comm ttee on Fi nance.

AN ACT Relating to intangible personal property; anmending RCW
84.36. 070, 84.40.030, and 84.48.080; and creating new sections.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. (1) The legislature finds that:

(a) The assessnent of intangible personal property in many
i nstances woul d be inequitable because it may effectively double tax
t he sane property;

(b) Some fornms of intangible personal property may not be readily
identifiable in a uni form manner and, due to the voluntary conpliance
nature of the personal property tax system may escape detection
resulting in an inconsistent application anong taxpayers who possess
this property;

(c) It can be difficult to determne a situs of or value for
i ntangi ble personal property. These difficulties <can «create
significant costs in both financial and human resources to assessing
authorities and taxpayers;

(d)y It is in the best interest of all taxpayers and taxing
authorities to clarify the proper treatnent of intangible persona
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property in the property tax system and to ease the adm nistrative
burdens and costs related to intangible personal property; and

(e) Uncertainty about the assessnent of intangible personal
property could be detrinmental to econom c devel opnent in the state of
Washi ngt on.

(2) It is the intent of the legislature that:

(a) Intangi bl e personal property be exenpt fromproperty taxation;

(b) Assessing officials continue their practice of reflecting
characteristics and attributes of taxable real and tangi ble personal
property in the value of the property;

(c) For the purposes of determning the true and fair val ue of real
and tangi ble personal property under Title 84 RCW the presence of
existing intangible assets shall be considered in determning the
hi ghest and best use of taxable property. "Hi ghest and best use" under
RCW 84.36.070(1) neans the functional use for which the taxable
property is enployed without regard to the specific identity of the
user;

(d) This act is not intended to incorporate nor is it based on any
other state’'s statutory or case |aw,

(e) Nothing in this act be construed as precluding the use of, or
permtting a departure from general ly accepted apprai sal practices and
the appropriate application thereof in the valuation of real and
t angi bl e personal property. Any assessnent practice or result that was
unl awful or incorrectly applied imediately before the effective date
of this act shall not be nmade lawful or correct by this act.

Sec. 2. RCWB84.36.070 and 1974 ex.s. ¢ 118 s 1 are each anended to
read as foll ows:

((Fre—FoHHowng)) (1)(a) Intangible personal property shall be
exenpt from ((ad—valeren)) property taxation((+)). However, for the

pur poses of determning the true and fair value of real and tangible

personal property under this title, the presence of existing intangible

assets shall be considered in determ ning the highest and best use of

t axabl e property.
(b) For the purposes of (a) of this subsection, "highest and best

use" neans the functional use for which the taxable property is

enpl oyed without regard to the specific identity of the user. However,

nothing in this subsection (1)(b) requires that taxable property be

valued at current use except as provided otherwise in this title.
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(2) "Intangible personal property" neans:

(a) Al nmoneys and credits including nortgages, notes, accounts,
certificates of deposit, tax certificates, judgnents, state, county and
muni ci pal bonds and warrants and bonds and warrants of other taxing
districts, bonds of the United States and of foreign countries or
political subdivisions thereof and the bonds, stocks or shares of
private corporations((+)) .

(b) Private nongovernnental personal service contracts or private
nongover nnent al athletic or sports franchi ses or private
nongovernnental athletic or sports agreenents provided that such
contracts, franchises or agreenents do not pertain to the use or
possessi on of tangi bl e personal or real property or to any interest in
t angi bl e personal or real property; and

(c) Intangible assets including, but not limted to, tradenarks,
trade nanes, brand nanes, patents, copyrights, trade secrets, franchise
agreenents, |licenses, permts, core deposits of financial institutions,
nonconpete agreenents, clientele, custoner lists, patient lists,

favorable contracts, favorable financing agreenents, reputation,
exceptional managenent, prestige, good nane, or integrity of a
busi ness.

Sec. 3. RCWB84.40.030 and 1994 ¢ 124 s 20 are each anended to read
as follows:

(1) Al property shall be val ued at one hundred percent of its true
and fair value in noney and assessed on the sanme basis unless
specifically provided otherw se by | aw.

(2) Taxabl e | easehol d estates shall be val ued at such price as they
woul d bring at a fair, voluntary sale for cash w thout any deductions
for any indebtedness owed including rentals to be paid.

(3) For the purposes of determning the true and fair value of
taxabl e property under this title:

(a) The exenption provided in RCW 84. 36.070(1)(a) is not intended
to prohibit the consideration of incone generated by or market
information related to the property being apprai sed, as provided in RCW
84.12. 300 and 84.16.050 and subsection (4) of this section.

(b) Characteristics or attributes of property such as zoning,
| ocation, view, geographic features, easenents, covenants, proximty to

rawnmaterials, condition of surroundi ng property, proxinty to narkets,
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and the availability of a skilled work force shall be reflected in the
value of the property.

(4) The true and fair value of real property for taxation purposes
(i ncludi ng property upon which there is a coal or other mne, or stone
or other quarry) shall be based upon the following criteria:

((H)) (@) Any sales of the property being appraised or simlar
properties with respect to sales nmade within the past five years. The
apprai sal shall be consistent with the conprehensive |and use plan
devel opnent regul ati ons under chapter 36. 70A RCW zoni ng, and any ot her
governnmental policies or practices in effect at the tinme of appraisal
that affect the use of property, as well as physical and environnental
i nfluences. The appraisal shall also take into account: (({=&))) ()
In the use of sales by real estate contract as simlar sales, the
extent, if any, to which the stated selling price has been increased by
reason of the down paynent, interest rate, or other financing terns;
and ((b))) (ii) the extent to which the sale of a simlar property
actually represents the general effective market demand for property of
such type, in the geographical area in which such property is | ocated.
Sales involving deed releases or simlar seller-devel oper financing
arrangenents shall not be used as sales of simlar property.

((£2)) (b) In addition to sales as defined in (a) of this
subsection ((£%))), consideration nmay be given to cost, cost |ess
depreciation, reconstruction cost | ess depreciation, or capitalization
of income that would be derived from prudent use of the property. In
the case of property of a conplex nature, or being used under terns of
a franchise froma public agency, or operating as a public utility, or
property not having a record of sale within five years and not having
a significant nunber of sales of simlar property in the general area,
the provisions of this subsection ((2-)) (4)(b) shall be the dom nant
factors in valuation. When provisions of this subsection ((2))
(4)(b) are relied upon for establishing val ues the property owner shal
be advi sed upon request of the factors used in arriving at such val ue.

((3))) (c) In valuing any tract or parcel of real property, the
val ue of the | and, exclusive of structures thereon shall be determ ned;
also the value of structures thereon, but the valuation shall not
exceed the value of the total property as it exists. I n val ui ng
agricultural land, grow ng crops shall be excl uded.
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Sec. 4. RCW84.48.080 and 1995 2nd sp.s. ¢ 13 s 3 are each anended
to read as foll ows:

(1) Annually during the nonths of Septenber and Cctober, the
departnment of revenue shall exam ne and conpare the returns of the
assessnent of the property in the several counties of the state, and
t he assessnent of the property of railroad and ot her conpani es assessed
by the departnent, and proceed to equalize the sanme, so that each
county in the state shall pay its due and just proportion of the taxes
for state purposes for such assessnent year, according to the ratio the
val uation of the property in each county bears to the total valuation
of all property in the state.

First. The departnent shall classify all property, real and
personal, and shall raise and lower the valuation of any class of
property in any county to a value that shall be equal, so far as
possible, to the true and fair value of such class as of January 1st of
the current year for the purpose of ascertaining the just anount of tax
due from each county for state purposes. In equalizing persona
property as of January 1lst of the current year, the departnent shall
use the assessnent |evel of the preceding year. Such classification
may be on the basis of types of property, geographical areas, or both.
For purposes of this section, for each county that has not provided the
departnment with an assessnent return by Decenber 1st, the departnent
shal |l proceed, using facts and information and in a manner it deens
appropriate, to estimte the value of each class of property in the
county.

Second. The departnent shall keep a full record of its proceedi ngs
and the sane shall be published annually by the departnent.

(2) The departnent shall levy the state taxes authorized by | aw.
The anmount |l evied in any one year for general state purposes shall not
exceed the lawful dollar rate on the dollar of the assessed val ue of
the property of the entire state, which assessed value shall be one
hundred percent of the true and fair value of such property in noney.
The departnent shall apportion the anmpbunt of tax for state purposes
| evied by the departnent, anong the several counties, in proportion to
the valuation of the taxable property of the county for the year as
equal i zed by the departnent: PROVI DED, That for purposes of this
apportionnment, the departnment shall reconpute the previous year’s |evy
and the apportionnent thereof to correct for changes and errors in
taxable values reported to the departnment after October 1 of the
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precedi ng year and shall adjust the apportioned anount of the current
year’'s state levy for each county by the difference between the
apportioned anmounts established by the original and revised |evy
conputations for the previous year. For purposes of this section

changes in taxable values nean a final adjustnment nade by a county
board of equalization, the state board of tax appeals, or a court of
conpetent jurisdiction and shall include additions of omtted property,
other additions or deletions from the assessnment or tax rolls, any
assessnent return provided by a county to the departnent subsequent to
Decenber 1st, or a change in the indicated ratio of a county. Errors
in taxabl e values nean errors corrected by a final review ng body.

In addition to conputing a |levy under this subsection that is
reduced under RCW 84.55.012, the departnent shall conpute a
hypot hetical |evy without regard to the reducti on under RCW84. 55. 012.
This hypothetical |evy shall also be apportioned anong the severa
counties in proportion to the valuation of the taxable property of the
county for the year, as equalized by the departnent, in the same manner
as the actual levy and shall be used by the county assessors for the
pur pose of reconputing and establishing a consolidated | evy under RCW
84.52. 010.

(3) The departnent shall have authority to adopt rules and
regulations to enforce obedience to its orders in all matters in
relation to the returns of county assessnents, the equalization of
val ues, and the apportionnent of the state | evy by the departnent.

(4) After the conpletion of the duties prescribed in this section,
the director of the departnent shall certify the record of the
proceedi ngs of the departnent under this section, the tax |evies nmade
for state purposes and the apportionnment thereof anong the counties,
and the certification shall be available for public inspection.

(5) In equalizing personal property as of January |, 1997, the
departnment shall treat intangible personal property in the sane manner
as _intangible personal property is to be treated after the effective
date of this act.

NEW SECTION. Sec. 5. This act shall not be construed to anend or
nmodify any existing statute or rule relating to the treatnent of
conputer software, retained rights in conputer software, and gol den and
mast er copies of conputer software for property tax purposes.
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NEW SECTI ON. Sec. 6. Nothing in this act is intended to
incorporate and nothing in this act is based on any other state’s
statutory or case | aw.

NEW SECTI ON. Sec. 7. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEWSECTION. Sec. 8. This act shall be effective for taxes |evied
for collection in 1998 and thereafter.

~-- END ---

p. 7 HB 1302



