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H 1449.1

HOUSE BI LL 2059

St ate of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session

By Representatives MIloscia, Schindler, Kelley, Eddy, Quall, MCune,
Si npson and Hur st

Read first tinme 02/06/2007. Referred to Cormittee on Housing.

AN ACT Relating to the property valuation of affordable multifamly
rental housing; anending RCW 84.40.030; creating a new section; and
decl ari ng an energency.

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

Sec. 1. RCWB84.40.030 and 2001 c¢c 187 s 17 are each anmended to read
as follows:

Al'l property shall be valued at one hundred percent of its true and
fair value in noney and assessed on the sanme basis unless specifically
provi ded ot herw se by | aw.

Taxabl e | easehold estates shall be valued 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.

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

(1) Any sales of the property being appraised or simlar properties
wth respect to sales made within the past five years. The apprai sal
shall be consistent with the conprehensive | and use plan, devel opnent
regul ations under chapter 36.70A RCW zoning, and any other
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governnmental policies or practices in effect at the tine of appraisal
that affect the use of property, as well as physical and environnental
i nfl uences. An assessnent nmay not be determned by a nethod that
assunes a | and usage not permtted, for that property being appraised,
under existing zoning or |and use planning ordi nances or statutes. The
apprai sal shall also take into account: (a) 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) 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 located. Sales involving deed rel eases
or simlar seller-devel oper financing arrangenents shall not be used as
sales of simlar property. Sales of affordable multifamly housing
invol ving nonprofits or housing authorities shall not be used as sales
of simlar property, nor nmay any other transaction involving an
affordable nultifamly rental housing project be used, when the price
paid does not reflect governnment restrictions on wuse, actual net
operating incone, and typical investor notivations or financing. Sales
of conventional nultifamly projects that have no affordable rent
restrictions shall not be used as sales of simlar housing wthout
applying a cash equivalency and a net operating incone adjustnent. The
sales conparison approach shall be deened secondary to the direct
capitalization of incone approach.

(2) In addition to sales as defined in subsection (1) of this
section and except as otherw se provided, 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 ternms of a franchise from a 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, except as otherw se provided, the provisions of
this subsection shall be the domnant factors in valuation. When
provi sions of this subsection are relied upon for establishing val ues
the property owner shall be advi sed upon request of the factors used in
arriving at such val ue.
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(3) For the purposes of determning the true and fair value of
affordable nultifamly rental housing:

(a) The cost approach shall not be utilized unless appropriate
adjustnments are nmade to reflect econom c obsol escence based upon the
project's actual net operating incone in addition to any functiona
obsol escence factors. The cost approach shall be deened secondary to
the direct capitalization of inconme approach;

(b) Primary consideration shall be given to the direct
capitalization of incone approach utilizing actual annual net operating

i ncone after deduction of stabilized operati ng expenses. Both i ncone
and expenses shall be based upon the actual operating history of the
property. A capitalization rate shall be set subject to the foll ow ng:

(i) The risks associated with nmultiunit rental housing subject to
a governnent restriction on use, including but not limted to
dimnished ownership control, incone generating potential, and
liquidity shall be considered;

(ii) Tax credits and subsidized financing shall not be considered;
and

(iii) The capitalization rate that is set pursuant to this
subsection (3) nmust be equal to or greater than the capitalization rate

used for valuing nmultiunit rental housing that is not subject to
governnent restrictions on use;
(c) The taxable value of any personal property separately assessed

shal | be deducted from the determnation under the direct
capitalization approach to reach the true and fair value of the rea
property;

(d) Wthin sixty days from the date of the expiration of the
governnent restrictions it shall be the obligation of the property
owner to notify the county assessor's office, in which the property is
| ocated, that the property is no longer rent-restricted. After receipt
of such notice, the county assessor shall revalue such property for the

next assessnent date as a conventional multifam|ly project;
(e) The property owner shall be subject to a penalty for failing to

notify the county assessor wthin sixty days from the date of the
expiration of the governnent restrictions, which shall be equal to
one-tenth of one percent of the true and fair value of the property as
redetermined by the county assessor for the county in which the
property is |ocated; and
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(f) The property owner shall provide the county assessor's office,
in the county in which the property is located, wth any of the
following information, at the request of the county assessor:

(i) Amninmumof two years of inconme and expense data preceding the

assessnent year, which may include either audited or unaudited data;

(ii) A copy of a Decenber rent roll preceding the assessnent date
at issue;

(iii) A copy of the requlatory or |oan agreenent; or

(iv) Any other docunentation denpnstrating that the project neets
the definition of affordable nultifamly rental housing as defined in
subsection (4) of this section.

(4) For the purposes of this section, "affordable multifamly
rental housing” neans a project of four or nore residential dwelling
units that is subject to governnent restrictions on use that limt the
rental of the units to qualified tenants in exchange for a governnent
incentive, including but not limted to the foll ow ng:

(a) Alowincone housing tax credit under 26 U S. C Sec. 142 of the

federal internal revenue code, as anended on January 1, 2007;

(b) Financing derived from exenpt facility bonds for qualified
residential rental projects under 26 U S . C Sec. 142 of the federa
internal revenue code as anended on January 1, 2007, or financing
derived from nonhospital bonds under 26 U S.C. Sec. 501(c)(3) of the
federal internal revenue code, as anended on January 1, 2007;

(c) Alow interest loan under 12 U S.C_ 1715z or 1715z-1 of the
national housing act, as anended on January 1, 2007, or under 42 U S. C

1485 of the federal housing act of 1949, as anended on January 1, 2007;

(d) A governnment rent subsidy;

(e) A governnment guaranteed |oan; or

(f) Arural developnent 515 lowinterest multifamly | oan.

(5) I'n valuing any tract or parcel of real property, the true and
fair value of the land, exclusive of structures thereon shall be
determ ned; also the true and fair value of structures thereon, but the
valuation shall not exceed the true and fair value of the total
property as it exists. In valuing agricultural |and, grow ng crops
shal | be excl uded.

NEW SECTION. Sec. 2. This act applies to all af f or dabl e
multifamly rental housing existing on or after the effective date of

HB 2059 p. 4



A W N P

0 N O O

this act, as well as any affordable multifamly rental housing projects
wi th valuation appeals pending before any Wshington county board,
Washi ngton state appeal s board, or any Washi ngton state court as of the
effective date of this act.

NEW SECTION. Sec. 3. This act is necessary for the imrediate
preservation of the public peace, health, or safety, or support of the
state governnent and its existing public institutions, and takes effect
i mredi atel y.

~-- END ---
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