CODE REVISER USE ONLY

PROPOSED RULE MAKING OFFICE OF THE CODE REVISER

STATEOF WASHINGTON
FILED

CR-102 (July 2022) TME: 1005 AN

(Implements RCW 34.05.320)
Do NOT use for expedited rule making WSR 26-13-112

Agency: Department of Revenue

Original Notice
1 Supplemental Notice to WSR
[J Continuance of WSR

Preproposal Statement of Inquiry was filed as WSR 25-23-046 ; or

1 Expedited Rule Making--Proposed notice was filedas WSR ____ ; or
U Proposal is exempt under RCW 34.05.310(4) or 34.05.330(1); or

U Proposal is exempt under RCW .

Title of rule and other identifying information: (describe subject) WAC 458-16-350 (NEW) Multifamily property tax
exemption-Audit or review program.

Hearing location(s):
Date: Time: Location: (be specific) Comment:

July 23, 2026 10:00 am |Internet/phone via Zoom Please contact Cathy Holder at CathyH@dor.wa.gov
for login/dialin information.

Date of intended adoption: August 6, 2026 (Note: This is NOT the effective date)

Submit written comments to: Assistance for persons with disabilities:
Name: Leslie Mullin Contact Julie King
Address: PO Box 47453, Olympia, WA 98504-7453 Phone: 360-704-5733
Email: Lesliemu@dor.wa.gov Fax:
Fax: 360-534-1606 TTY: 800-833-6384
Other: Email:
By (date) Other:
By (date) __

Purpose of the proposal and its anticipated effects, including any changes in existing rules: This new rule explains the
audit or review program administered by the Department of Commerce, under RCW 84.14.100, for the multifamily property
tax exemption.

Reasons supporting proposal: The Department of Commerce is required to audit properties receiving this exemption, so
this rule will provide relevant information to property owners and facilitate continued compliance.

Statutory authority for adoption: RCW 82.01.060 and 84.08.005

Statute being implemented: RCW 84.14.100

Is rule necessary because of a:

Federal Law? O Yes No
Federal Court Decision? O Yes No
State Court Decision? O Yes No

If yes, CITATION:

Agency comments or recommendations, if any, as to statutory language, implementation, enforcement, and fiscal
matters: None

Type of proponent: [ Private [ Public X Governmental
Name of proponent: (person or organization) Department of Revenue

Name of agency personnel responsible for:
Name Office Location Phone

Drafting: Leslie Mullin 6400 Linderson Way SW, Tumwater, WA 360-534-1589
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Implementation:  Jeannette Gute 6400 Linderson Way SW, Tumwater, WA 360-534-1599

Enforcement: Jeannette Gute 6400 Linderson Way SW, Tumwater, WA 360-534-1599

Is a school district fiscal impact statement required under RCW 28A.305.135? O Yes X No
If yes, insert statement here:

The public may obtain a copy of the school district fiscal impact statement by contacting:

Name:

Address:

Phone:

Fax:

TTY:

Email:

Other:

Is a cost-benefit analysis required under RCW 34.05.328?

O Yes: A preliminary cost-benefit analysis may be obtained by contacting:
Name:
Address:
Phone:
Fax:
TTY:
Email:
Other:

I No: Please explain:

Regulatory Fairness Act and Small Business Economic Impact Statement
Note: The Governor's Office for Regulatory Innovation and Assistance (ORIA) provides support in completing this part.

(1) Identification of exemptions:

This rule proposal, or portions of the proposal, may be exempt from requirements of the Regulatory Fairness Act (see
chapter 19.85 RCW). For additional information on exemptions, consult the exemption guide published by ORIA. Please
check the box for any applicable exemption(s):

[ This rule proposal, or portions of the proposal, is exempt under RCW 19.85.061 because this rule making is being
adopted solely to conform and/or comply with federal statute or regulations. Please cite the specific federal statute or
regulation this rule is being adopted to conform or comply with, and describe the consequences to the state if the rule is not
adopted.

Citation and description:

[ This rule proposal, or portions of the proposal, is exempt because the agency has completed the pilot rule process
defined by RCW 34.05.313 before filing the notice of this proposed rule.

[ This rule proposal, or portions of the proposal, is exempt under the provisions of RCW 15.65.570(2) because it was
adopted by a referendum.

[ This rule proposal, or portions of the proposal, is exempt under RCW 19.85.025(3). Check all that apply:

O RCW 34.05.310 (4)(b) O RCW 34.05.310 (4)(e)
(Internal government operations) (Dictated by statute)
O RCW 34.05.310 (4)(c) O RCW 34.05.310 (4)(f)
(Incorporation by reference) (Set or adjust fees)
O RCW 34.05.310 (4)(d) O RCW 34.05.310 (4)(g)
(Correct or clarify language) ((i) Relating to agency hearings; or (ii) process
requirements for applying to an agency for a license
or permit)

[ This rule proposal, or portions of the proposal, is exempt under RCW 19.85.025(4) (does not affect small businesses).
[ This rule proposal, or portions of the proposal, is exempt under RCW
Explanation of how the above exemption(s) applies to the proposed rule:

(2) Scope of exemptions: Check one.
I The rule proposal is fully exempt (skip section 3). Exemptions identified above apply to all portions of the rule proposal.
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https://apps.leg.wa.gov/rcw/default.aspx?cite=28A.305.135
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.328
https://www.oria.wa.gov/site/alias__oria/934/Regulatory-Fairness-Act-Support.aspx
https://apps.leg.wa.gov/rcw/default.aspx?cite=19.85&full=true
https://www.oria.wa.gov/Portals/_oria/VersionedDocuments/RFA/Regulatory_Fairness_Act/RFA-Exemptions.docx
https://apps.leg.wa.gov/rcw/default.aspx?cite=19.85.061
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.313
https://apps.leg.wa.gov/rcw/default.aspx?cite=15.65.570
https://apps.leg.wa.gov/rcw/default.aspx?cite=19.85.025
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=19.85.025

I The rule proposal is partially exempt (complete section 3). The exemptions identified above apply to portions of the rule
proposal, but less than the entire rule proposal. Provide details here (consider using this template from ORIA):
The rule proposal is not exempt (complete section 3). No exemptions were identified above.

(3) Small business economic impact statement: Complete this section if any portion is not exempt.

If any portion of the proposed rule is not exempt, does it impose more-than-minor costs (as defined by RCW 19.85.020(2))
on businesses?

No  Briefly summarize the agency’s minor cost analysis and how the agency determined the proposed rule did not
impose more-than-minor costs. The proposed rule does not impose more than minor costs on businesses, as it does not
propose any new requirements not already provided for in statute. The proposed rule does not impose fees, filing
requirements, or recordkeeping guidelines that are not already established in statue.

[J Yes Calculations show the rule proposal likely imposes more-than-minor cost to businesses and a small business
economic impact statement is required. Insert the required small business economic impact statement here:

The public may obtain a copy of the small business economic impact statement or the detailed cost calculations by
contacting:

Name:
Address:
Phone:
Fax:
TTY:
Email:
Other:

Date: 6/17/2026 Signature:

Name: Perry Stern

Title: Rules Coordinator
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https://www.oria.wa.gov/RFA-Exemption-Table

Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

NEW SECTION

WAC 458-16-350 Multifamily property tax exemption—Audit or re-
view program. (1) Introduction. This rule explains the multifamily
property tax exemption (MFTE) audit or review program authorized under
RCW 84.14.100. The program requires the department of commerce
(department) to conduct audits or reviews for certain properties is-
sued certificates of tax exemption and determine whether the proper-
ties meet MFTE sequirements.

(2) For purposes of this rule, the following defini-

eview fee" means a monetary fee authorized under
RCW 84.14 department may impose to fund the audit or re-
' ' in subsection (3) (a) of this rule.

jurisdiction”" is the same as "governing authori-
e and means the local legislative authori-
jurisdiction over the property for which
an exemp i under chapter 84.14 RCW.

ption" means a final document issued
ch is provided to the county auditor
ity for a property tax exemption in
hapter 84.14 RCW and local require-

by an authorizing j
and confirms a pro
accordance with
ments.
(d) "Department" mear
(e) "Income-restric

department of commerce.

unit" means unit where the monthly hous-
ing cost, including uti ' elephone, is no more than
30 percent of the area q level established in the
MFTE contract. Only tena e than the AMI level estab-

lished for the unit are eli > in income-restricted unit.

(f) "Local audit or rev = udit or review pro-
gram operated by an authorizing juri re properties re-
ceiving a property tax exemption provi housing as re-
quired by their MFTE contract consis i itions of chap-

(g) "MFTE contract" means the ween thegauthorizing
jurisdiction and the owner of the pr ' xemption.
The agreement must contain the number
provided, the time period, and the AMI level. Authorizing isdic-
tions may combine the certificate of tax exemption and MF
into one document.

(h) "Nonprofit" means a group registered to operat
of Washington, under RCW 24.03A.010, for purposes oth
ing profit, in which no part of the organization's ]
uted to its members, directors, or officers.

(i) "Plan of correction" means a document issued by the depart-
ment following the completion of an audit or review under RCW
84.14.100 (3) (a), notifying the owner or operator of the property of:

(i) Substantial noncompliance with the MFTE program requirements;

han generat-
e is distrib-

and

(ii) Corrective actions necessary to comply with the MFTE program
requirements, which must be completed within six months of the docu-
ment's issuance to avoid a recommendation of a sliding scale penalty
or cancellation of the tax exemption by the authorizing jurisdiction.
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

(J) "Qualifying household" means a household that meets the in-
come limits established in the MFTE program for an income-restricted
unit.

(k) "Sliding scale penalty" means the monetary penalty imposed
under RCW 84.14.100 (3) (b), which may not exceed an amount calculated
by subtracting the amount of rental income the property owner or oper-
ator was authorized to collect under their MFTE program agreement with
the city or county from the rental income the owner or operator col-
lected.

(3) MFTE ogram eligibility - Department audits or reviews.

(a) Audi review program. The department has established a
program, as d by RCW 84.14.100, to determine the compliance of
properties the MFTE. The program includes requirements for

0 units, rental rates, and tenant screening.
views under this subsection (3) must occur at
vears, according to the following schedules:

RCW 84 i i he audit or review will occur five years
after t ifi exemption is issued, as reported to the
department ’

(B) For
84.14.020 (1) (a) (i
der RCW 84.14.020
and 10 years a
reported to the departmen

(C) For properties

12-year exemptions granted under RCW
those with an extension granted un-
it or review will occur five vyears
ificate of exemption is issued, as
RCW 84.14.100(2) .

eiving 20-yeargexemptions granted under RCW
84.14.020 (1) (a) (ii) (C), i) (D), or 84.14.021 the au-
dit or review will occun , 15 years, and 20 years
after the final certifice s 1issued, as reported to the
department under RCW 84.14

(ii) The department wi
property granted a property tax exe
calendar year in which an audit unde
The department will send this noticg
United States postal service to the rd.

(iii) At the discretion of the eviews un-
der this subsection (3) may be comple i erson and
on-site.

(iv) The following properties are not
this subsection (3):

(A) Properties owned or operated by a nonprofit;

(B) Properties subject to an independent audit or ram
administered by a city or county; and

(C) Properties not required to offer income-re
their MFTE contract.

(b) Records. Records requested in advance by the department must
be made available to the auditor by the time requested. Failure to be
ready for the scheduled audit may result in a fee to recover the costs
for audit staff travel and time. Records will be reviewed for all
years starting at the beginning of the exemption period or starting
after the last audit or review, whichever is later. Records will in-
clude, at a minimum:

(1) The MFTE contract with the authorizing jurisdiction;

(ii) All lease agreements for designated affordable units on the
property;

(iii) Copy of lease payments for designated affordable units;

dit or review to a
in January of the
(3) will occur.
il through the

subject to au

cted units by
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

(iv) Copy of payment of households' monthly housing costs, in-
cluding utilities other than telephone, for residents of designated
affordable units;

(v) The documents verifying income of tenants for each income-re-
stricted unit;

(vi) Any other documents necessary for supporting any additional
local requirements under subsection (3) (c) of this rule;

(vii) Vacancy status for both income-restricted and market-rate
units over the five-year audit or review period; and

(viii) Recerds from all previously completed audits or reviews.

(c) Addi al local requirements. A city or county may impose
additional wents for MFTE eligibility within its Jjurisdiction.
Audits or onducted under subsection (3) of this rule may
additional local requirements are satisfied for

hou51ng In cases where an owner-occupied in-
is due for an audit or review, the audit
ing resale conditions, and if a sale has
resale conditions prevented the prop-

- owner or operator of any property
subject to an aud ~ subsection (3) of this rule may be
subject to an a f

(1) The department m sh a fee schedule detailing potential
audit or review costs by i ocation prior to engaging in
any audits for which a feg ' e department may elect not to
charge fees for an audit

(ii) Audit or revie y ceed the expected costs of
the audit or review.

(1ii) The property ownt S y additional audits
or reviews necessary to confirm tha rrection has been
carried out. Property owners may be i added costs of
evaluating compliance with additiona under subsec-
tion (3) (c) of this rule.

(b) Noncompliance types. Diffe ncompliance
have different impacts on the balance ' ate bene-
fits. Noncompliance types include:

(1) Minor errors with nominal impacts on program req
Errors by property owners that result in minor impacts, rial
to the amount of rent charged to tenants or the prov181 e-
restricted units, may result in the department requir rty
owner to follow a plan of correction and participate a follow-up
audit or review within six months of the prior audi review to de-
termine compliance. In these cases, the department ommends waiving
any penalties unless these errors persist.

(ii) Major errors with significant impacts on program require-
ments. Errors by property owners that have a substantial effect on the
provision of income-restricted units constitute substantial noncompli-
ance and will result in a recommendation for penalties. In these ca-
ses, the department recommends:

(A) Imposing the sliding scale penalty under subsection (4) (d) (i)
of this rule;

(B) Requiring the property owner or operator to follow a plan of
correction under subsection (4) (d) (ii) of this rule; and

(C) Conducting a follow-up audit or review within six months of
the prior audit or review to demonstrate compliance.
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

(iii) Bad faith noncompliance. In cases of willful noncompliance
or fraud, such as the property owner intentionally failing to fulfill
requirements under an MFTE program, the department recommends immedi-
ate cancellation of the exemption, with collection of penalties as per
RCW 84.14.110 (1) (a).

(c) Noncompliant projects. Upon receiving the results of the au-
dit or review, the department will review any noncompliance issues and
provide plans of correction for addressing properties that do not meet
the affordability requirements of the program. These penalties may
range from outreach and education to cancellation of the exemption for
the property. ever, while the department can require a follow-up
audit or re confirm that corrective action has been taken, im-
the responsibility of the authorizing jurisdic-

iew penalties. If the required audit or review
inds that the owner or operator has made major
erro¥% ' i i £ impacts on program requirements that consti-
tute = 9 e under subsection (4) (b) of this rule,
the depa i authorizing jurisdiction, and that ju-
risdictio » t a sliding scale penalty. If a fol-
low-up audi i inued substantial noncompliance with
the program requi nption certificate must be canceled
pursuant to RCW 84

(1) The pe
ing the amount o
or operator complied wit
the amount of rents colleg
restricted units, with c¢
ance.

ed an amount calculated by subtract-
1d have been collected had the owner
heir income-r ricted unit commitment from
r operator for the income-
severity of the noncompli-

(Noncompliant monthly ren iant monthly rent amount) *
Months out of compliance ' amount

(ii) Corrective actions to en ay be assigned
through a plan of correction. These i ' e staff train-
ing, creation of forms and policie affirmative
marketing requirements, etc. Compl tions will
be evaluated through a follow-up au ubsection
(4) (b) (11) (C) of this rule.

(5) Audit or review programs managed by cities and count

(a) Standards for local audit or review programs.
jurisdiction may choose to conduct its own program to
sight of program compliance.

(b) Information provided. The department encour
jurisdictions to follow the department's audit or re
to provide the results of the audit or review to
noncompliance is identified.

authorizing
standards and
department when
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