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A Washington State Approved Real Estate School for Clock Hour Education under R.C.W. 18.85. 
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CORRESPONDENCE CLOCKHOURS 

 

INSTRUCTIONS: 

1. Print out the class. 

2. Read the class material. 

3. At the end of the material there is a quiz (all the answers are in the 

material that you have read). 

4. Answer the questions.  

5. Return to me the Quiz, evaluation and your check payable to 

Clockhours by Angie, or complete your credit/debit card 

information on the sheet provided. 

6. Upon receipt, I will email you a certificate, usually the same day. 

 

Disclaimer:   I try very hard to have the latest known information on a subject 

in these classes, but the real estate industry is forever changing with new 

updates all the time.  The class materials are not to be used for legal advice.  

In our State, some items are handled different in the different regions.  If you 

have any concerns, please do not hesitate to contact me at 509-216-3220 or 

at clockhoursbyangie@gmail.com  

 

Federal, State and County information regarding the various taxes in this 

material are based on the material current at time of writing this class.  

Please note subsequent law changes may supersede or invalidate some of 

this information. 

mailto:clockhoursbyangie@gmail.com
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COURSE OBJECTIVE: 

 

 

The students of this class will be able to identify many of the various 

taxes that possibly are involved in a real estate transaction.  They 

will have a better understanding of each of the different types of 

taxes and the red flags to look out for in their transaction.   

This class will allow students to recognize how these various taxes 

will affect either their sellers or purchasers bottom line so the 

information they give their clients is correct. 
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CURRICULUM 

 

Session/Hours Topics Method of instruction 

20 minutes Real Property Taxes Read material/discussion 

20 minutes Personal Property Taxes Read material/discussion 

20 minutes Exempt Taxes Read material/discussion 

20 minutes Tax Relief & Exemption Read material/discussion 

10 minutes Excise Tax 

(NEW EXCISE 1/1/20 

Read material/discussion 

20 minutes 

 

Sales Tax/ Use Tax Read material/discussion 

30 minutes 

30 minutes 

Current Use Tax 

FIRPTA/ 1099 REPORT 

Capital Gains 

Read material/discussion 
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Benjamin Franklin wrote in a 1789 letter 

that “Our new Constitution is now 

established, and has an appearance that 

promises permanency; but in this world, 

nothing can be said to be certain, except 

death and taxes” 
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PROPERTY TAX EXPLAINATION 

 

 

Have you ever wondered how your property taxes are determined, where 

limits apply and how it’s distributed?  The best way to explain Washington’s 

property tax system is with a simple illustration. 

Imagine a city that consists of only four homes, each exactly the same and 

each appraised by the Assessor at $100,000.  Let’s also say that the annual 

city budget for our imaginary city is $1,000.  To raise the amount of the 

budget, each homeowner must pay $250.  Four homes each paying $250 

raises $1,000.  Our property tax system is budget based.  You are taxed 

enough to raise the amount needed for the budget.  No more, no less. 
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Let’s say next year’s budget remains at 

$1,000 but the Assessor doubles the 

assessed value of all the homes to 

$200,000 each.  Do the taxes on each 

change?  No.  To raise the budgeted 

amount, each must still pay $250.  In this 

example the assessed value of each 

home doubled, but the tax didn’t change. 
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Now, let’s get a bit more realistic and say that the values on the homes change differently.  

Suppose one home goes from $100,000 to $150,000.  Two homes double in value to 

$200,000 and the last home jumps up to a whopping $250,000!  Now what happens to 

the taxes?   Well, the average value of the four homes is still $200,000.  So, the taxes on 

the two homes that go to $200,000 are unchanged.  They are at the average and they 

each still pay $250.  The lowest valued home sees its tax go down to $187.50 even though 

the assessed value goes up 50 percent!  The home that jumped up 150 percent to 

$250,000 in value sees its property tax go up to $312.50, a 25 percent increase.  In the 

end, the tax totals $1,000 to meet the budget. 
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But wait.  Normally budgets don’t stay the same; they go up, right?  Back in 2000, 

Washington State voters approved Initiative 747.  I-747 limited the annual 

budget increases to 1 percent unless voters approve a greater increase.  In our imaginary 

city, the $1,000 budget can only increase 1 percent to $1,010 the following year unless 

the voters who live in the city approve a higher increase. 

 

Our imaginary city gives a simple illustration of our property tax system.  In reality, it’s not 

so simple.  In Spokane County, there are about 215,000 properties (all different from each 

other), 127 tax code areas and 56 tax districts.  Although each property is in one tax code 

area, each property is in a number of tax districts because tax districts overlap.  For 

instance, say my mother lives in the house next door to mine.  We both live in Fire District 
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10, however, she is in the Cheney School District while I’m in School District 81.  The results 

are that even though we live right next to each other, we are in different tax code areas, 

and our total tax rates differ.  

 The 56 tax districts in Spokane County are comprised of: 

 

• county 

• cities 

• fire districts 

• emergency services districts 

• library 

• sewer 

• water 

• cemetery  

 

And this resulted in 127 tax code areas. 

 

Each tax district has an annual budget.  Spokane County’s property tax system operates 

just like our imaginary little city but on a much larger scale and with all these different 

factors.  Nonetheless, their computer systems allow very accurate calculation of property 

taxes. 

 

Most taxpayers who call the assessor 

believe there is a limit on increases to 

assessed values.  Not so.  Assessed values 

are driven by the real estate market.  The 

limit is on the annual budget increase of 

tax districts. 

 

 

Now, let’s look at what happens if someone moves into our little city and builds a new 

house.  If we again say the assessed value of each home is the original $100,000 but add 

a new home, look what happens to the individual property tax on each home.   
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Five homes supporting the $1,000 budget means each home now pays only $200 each.  

While growth brings more demand for government services, and is likely to push up 

demand for a greater budget, the initial effect is decreased taxes. 

 

  

 

 

I have one more illustration that I think useful in our discussion.  After we’ve determined 

how the values are established and the levy rates are set, the 

next step is generating the actual tax amount.  This is done by multiplying the assessed 

value by the levy rate.  This sets the * ad valorem (or base) tax, which matches the budget 

requests discusses previously.  Special assessments are added if the property is within an 

irrigation, stormwater, aquifer, drain water or flood district and tax statements are sent 

out. As the taxes are paid, the monies collected are divided among the budgeting entities, 

such as schools, fire, road, cities, water and libraries.  At the end of each month, the total 

tax collected is distributed to these individual districts.  So, let’s use the example from 
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above.  If your tax was $200 for the year and you paid the first half in April that would be 

$100 collected.  This $100 needs to be divided among the districts established in your 

area according to their budgeted amounts.  The breakdown may look something like this:  

Schools (local and state) $50, County/City, $27, Fire district $12, Roads $4, Library $4 and 

Water $3 

 

*ad valorem:  a tax based on the assessed value of the real estate. 

 

 
The above distribution process is continued throughout the year giving each district the 

funds requested to sustain their business activities.  

 

Something to remember: 

 

Spokane County is known as an “Annual 

County”.  That means all property is to be 

adjusted to fair market value each year.  

All property is valued based upon the 

sale of comparable homes.  So, what 

does that look like when prices begin to 

decline?  Will the assessed value decline 

with it?  The answer is yes.  The assessor 

will follow the market.  But, remember the 

examples above, they will still raise the 

amount of the budget.  Declining values 

would not necessarily mean lower taxes. 
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REAL PROPERTY TAXES: 

 

 

Tax statements are mailed out 

approximately February 15th each year 

once the taxes are certified.  Current year 

first half taxes are due by April 30th.  

Second half property taxes are due by 

October 31st.  If the tax amount is less 

than $50, the entire amount is due April 

30th.  If the due date falls on a Saturday, 

Sunday or a County observed holiday, 

then payment will be accepted the next 

business day.  

 

INTEREST/PENALTIES/ 

FEES 

 

Delinquent taxes are subject to interest 

and penalties calculated as follows: 

 

• Interest is charged at the rate of 12% 

per year computed at 1% per month 

on the full amount of tax paid. 

• Penalty is charged at 3% on the full 

year amount of tax unpaid on June 1st 

of the penalty of 8% on the amount 

of tax delinquent on December 1st of 

the year in which the tax is due 

 

Note:  Stormwater, Flood and Irrigation 

are not assessed penalty.  Aquifer is not 

assessed interest or penalty. 

 

Property tax statements are mailed once 

per year (generally by mid-February) and 

contain two payment coupons for 

payments due April 30th and October 

31st.  If you have not received a statement 

by March 31st, you are to contact the 

Treasurer’s office at 509-477-4713.  It is 

possible they may have an incorrect 

mailing address, a mortgage company 

may be paying your taxes, or they may be 

holding the statement for an adjustment 

that needs to be made prior to mailing 

(i.e. senior or disability exemptions).  

Failure to receive a Property Tax 

Statement does not exempt the taxpayer 

from timely payment of the taxes due. 

If you receive a postcard which states 

“COURTESY/INFORMATION ONLY” at 

the top, then the records show that you 

or your agent has instructed us to bill a 

mortgage company for the taxes on this 

parcel.  If this is incorrect, you need to pay 

the taxes prior to the due date to avoid 

delinquent charges. 
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NOTE TO HOMEOWNER: 

 

 

At your signing appointment for the 

purchase of your home, you will be 

executing a document called “Real Estate 

Excise Tax Affidavit”.  This form is 

completed by the closing agent, inserting 

the sellers name and address, purchasers 

name and address, and directing under 

block # 3 where to direct the Treasurer to 

send future tax statements.    Generally, if 

there is a new deed of trust on the 

property and the lender holds a reserve 

account for taxes and insurance, then the 

closing agent will insert the lenders name 

and address there.    If there is not, then 

there is a box that can be checked that 

says “same as purchaser”.  Please pay 

special attention to this particular box to 

be sure the direction to the Treasurer is 

correct. 

 

CHANGE OF NAME OR 

ADDRESS: 

 
If you wish to change the name or 

mailing address on your statement, you 

must contact the Treasurer’s office.  You 

can also request a form on line to do this 

Any request for owner name/address 

change must be done through the 

Assessor’s Office.  A legal document such 

as a deed, real estate contract, divorce 

decree, death certificate or a court 

document must be provided.  Always 

have your parcel number available. 

 

MORTGAGE PAID OFF/ 

NEW LENDER: 

 
 

When a taxpayer pays off a mortgage 

during the tax year, they must contact the 

Treasurer’s Office to update their billing 

information and request a duplicate bill.  

Failure to receive a tax bill does not 

relieve the responsibility for payment, 

nor constitute cause for cancelation of 

interest, penalty and/or cost charges if 

the tax bill becomes delinquent. 

 

The following is information on 

contacting the Treasurer’s Office for 

Spokane County: 

 

Physical Address 

Spokane County Treasurer 

1116 W. Broadway Avenue 

Spokane, WA. 99260 
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Mailing Address: 

P.O. Box 199 

Spokane, WA. 99210 

509-477-4713 

 

 

 

 

 

 

 

 

CALCULATING YOUR 

TAXES: 

 

In the State of Washington, taxes are 

based on the assessed values from the  

 

previous year.  Property taxes on your 

2016 assessment are paid in 2017.  

Spokane County is comprised of 127 tax 

code areas. 

 

Your tax bill is determined by the 

budget requests of the tax district and 

the assessed value of your property.  

 

Levy rates (budget requests) are 

multiplied by each $1,000 of assessed 

value to determine your tax bill. 

 

For example: 

 

If your home is assessed at $100,000 

and the levy rate in your tax district is 

14.54067946 

$100,000 (Assessed Value) x 14.54067946 

(Levy Rate) = $1,454.07 TAXES DUE
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EXAMPLE OF TAX LEVY FOR AREA#10 FROM 2002- 2016 

 

Summary By Year  Detail By Year 
 

Tax ID Year Levy Rate 

10 2016 13.93 

10 2015 14.24 

10 2014 14.20 

10 2013 14.20 

10 2012 13.76 

10 2011 13.18 

10 2010 11.77 

10 2009 11.23 

10 2008 11.10 

10 2007 13.08 

10 2006 14.83 

10 2005 15.53 

10 2004 15.05 

10 2003 14.54 

10 2002 14.75 
 

 

Tax ID Year Levy Name Levy Type Levy Rate 

10 2016 County General Cons Futures Non-Voted 00.05 

10 2016 Spokane Bond New Voted 00.15 

10 2016 Spokane Bond Voted 00.22 

10 2016 Spokane EMS Non-Voted 00.49 

10 2016 County General Non-Voted 01.43 

10 2016 SD081 Spokane B&I Voted 01.96 

10 2016 State School Non-Voted 02.10 

10 2016 Spokane General Non-Voted 03.52 

10 2016 SD081 Spokane General Voted 04.01 

Totals:       13.92989627 
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PERSONAL PROPERTY 

TAX: 

 
 

Most personal property owned by 

individuals is exempt.  For example, 

household goods and personal effects 

are not subject to property tax.   But, if 

these items are used in a business, 

property tax applies. 

 

Personal property is subject to the same 

levy rate as real property.  The 

characteristic that distinguishes real and 

personal property is mobility.  Real 

property includes land, structures, 

improvements to the land, and certain 

equipment affixed to land or structures.  

Personal property includes machinery, 

equipment, furniture, and supplies of 

businesses and farmers.  It also includes 

any improvements made to land leased 

from the government (leasehold 

improvements). 

 

As a property owner, you are responsible 

for filing out a personal property listing 

each year that you have taxable property 

even if you do not receive the form by 

mail.  The assessed value is allocated to 

the taxing district based on where the 

property is located. 

 

After the property owner has completed 

the form and returned to the assessor by 

April 30th, then the assessor values the 

property at 100 percent of its current 

market value.  After the assessment, the 

assessor informs the property owner of 

the assessed value. 

 

SEE HANDOUT #1  

PERSONAL PROPERTY LISTING 

 

PROPERTIES ELIGIBLE FOR 

EXEMPTION: 

 
 

Historical Property (RCW 84.26.030) 

 

The actual cost of substantial 

improvement to eligible historic property 

(25% or greater of the assessed value prior 

to rehabilitation) may be excluded from 

assessed value for a period of ten years.  

Applications are furnished by the Assessor.  

Approval is made by the local Historical 

Preservation Board with each jurisdiction.   
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The Spokane Register of Historic Places is 

a local government’s official list of 

properties that have been designated as 

significant contributors to the historical 

development of Spokane.  The Register 

was established by ordinance in both the 

City and County of Spokane in 1981 and 

1982, respectively.  These ordinances 

deem the City/County Historic Landmarks 

Commission responsible for the 

stewardship of historic and architecturally 

significant properties. 

Eligibility for the Spokane Register is 

determined by the following Criteria: 

 

1.  Those structures that are associated 

with events that have made a 

significant contribution to the broad 

patterns of our local history, or 

2. That are associated with the lives of 

persons significant in our past, or 

3. That embody the distinctive 

characteristics of a type, period or 

method of construction, or that 

represent a significant and 

distinguishable entity whose 

components may lack individual 

distinction, or 

4. That have yielded, or may be likely to 

yield information important to 

prehistory or history, and 

5. The property is 50 years of age, or 

older. 

 

Physical Improvement to Single 

Family Dwelling (RCW 84.36.400) 

 

Exempts from taxation any physical 

improvement to a detached single-family 

dwelling for three assessment years 

subsequent to completion of the 

improvement, up to 30% of the value of 

the original structure.  This home 

improvement exemption may be claimed 

only once in a 5-year period.  Normal 

maintenance work does not qualify.  

Notice to claim the exemption must be 

filed with the Assessor prior to completion 

of the improvement. 

 

Urban Centers (RCW 84.14)) 

 

Either new or rehabilitated structures 

having 4 or more dwelling units within a 

defined urban center may receive 

exemption on the improvement value for 

a period of ten years. 

 

As cited in recorded “CERTIFICATION OF 

TAX EXEMPTION” 

 

“Whereas, Chapter 84.14 RCW 

authorizes cities as the governing 

authority as defined in RCW 84.14.010 

to implement a multiple family 

housing tax exemption program where 

by an exemption from ad valorem 

property taxation for a period of ten 

years shall be granted to owners of 
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property who meet the requirements of 

the local jurisdiction’s the multiple 

family housing property tax incentive 

program.” 

 

 

 

 

 

 

 

As cited in the preliminary title report: 

 

“General taxes and potential 

supplemental assessments 

including other amounts due 

thereunder, which results from 

any change in tax exempt status.  

The land is currently carried on 

the tax rolls as exempt from 

taxes.  (Multi Family Urban 

Housing Exemption) For Further 

information regarding the above, 

contact the County treasurer. 

 

RCW 84.36.010 allows exemption of taxes 

to all publicly-owned property, such as 

that of the federal, state, county or city 

governments and certain tribal lands.  This 

exemption is determined by the Assessor. 

 

Parcels of less than $500 in value 

(RCW.84.36.015) 

All parcels of real and personal property 

that individually have an assessed value of 

less than $500 are exempt from property 

taxation.  This exemption is determined by 

the Assessor. 

 

TAX RELEIF & 

EXEMPTIONS 
 

Senior & disability exemption: 

If you are a senior citizen or disabled with 

your primary residence in Washington 

State, there are two programs that may 

help you pay your property taxes and/or 

special assessments.  Your household 

income and your age or disability 

determines your eligibility for both 

programs. 

 

Program Overview: Under the 

exemption program, the value of your 

Washington State residence is frozen 

for property tax purposes, and you 

become exempt from all excess and 

special levies and possibly regular 

levies – resulting in a reduction in your 
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property taxes.  The exemption is 

available for your primary residence 

and up to five acres* of land, A mobile 

home may qualify, even if the land 

where the mobile home is located is 

leased or rented. 

 

*The exemption is available for a primary 

residence and one acre of land.  If local 

zoning and land use regulations require 

more than one acre of land per residence 

in the area where you live, you may be 

eligible for a property tax exemption on up 

to five acres of land. 

Age and Disability: On December 31 of 

the year before the tax is due, you must 

meet one of the following criteria. 

 

• At least 61 years of age and/or 

• Unable to work because of a disability 

or a veteran entitled to a disability. 

Household Income: Your annual 

household disposable income may not 

exceed $40,000.  If your household 

income is between $40,000 AND 

$45,000, you may qualify for the 

deferral program.  See the Property 

Tax Deferral for Senior Citizens and 

Disabled Persons fact sheet for more 

information. 

 

 

SEE HANDOUT # 2  

SENIOR CITIZEN AND DISABLED 

PERSONS EXEMPTION FROM REAL 

PROPERTY TAXES FORM. 

 

 

 

 

 

 

NOTE TO AGENTS: 

 

If your seller has exemption status 

on the home they are selling, the 

exemption will continue through 

the period of ownership.  The 

taxes will be recalculated without 

the exemption for the remainder 

of the tax year and the new owner 

will be billed for the portion of 

taxes for his/her period of 

ownership. 

 

If your seller is purchasing a 

home, and they still meet the 

requirements for exemption 

status, they may transfer the 

exempt status to a new residence.  

If they are moving to another 
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state, it may be transferred if 

eligibility requirements are met 

for that State. 

 

 

EXCISE TAX (aka Transfer 

Tax) 

 

“Excise Tax’ also referred to as “transfer 

tax” are taxes imposed by States, 

counties and municipalities on the 

transfer of ownership of real estate 

property.  In many states, buyers pay 

excise tax.  This is not true for the State 

of Washington.  In Washington State 

typically, the seller will pay the excise 

tax. 

 

458-61A-100 

 

AND SAR ELA has verbiage on page 3 

under #14 regarding what the seller 

will pay at closing and it addresses 

the excise tax. 

 

The following are some commonly 

asked questions: 

 

1.  What is the real estate excise tax?  It 

is a tax on the sale of real estate.  

The real estate excise tax is typically 

paid by the seller of the property 

although the buyer is liable for the 

tax if it is not paid.  The tax also 

applies to transfers of controlling 

interests (50% or more) in entities 

that own property in the state. 

 

2. How do I pay the tax?  County 

treasurers collect the state and local 

taxes, except for the tax that applies 

to acquisition of controlling interest 

which is reported directly to the 

Department of Revenue. 

 

3. What rate do I pay?  The state tax 

rate varies based on sales price.   

 

4. What are the funds used for?  1.3% 

of the state tax collected by counties 

is retained to cover administration 

costs.  Of the net proceeds to the 

state, 2% goes into the public works 

assistance account.  4.1% to the 

education legacy account with 

remaining amounts going to the 

general fund. 

 

SEE HANDOUT # 3 EXCISE TAX 

AFFIDAVIT 

 

NOTE:  under #3 this is where the 

closer will insert who will pay the 

future taxes and the change is 

made to the records. 
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Under #6 of the excise tax 

affidavit this is where the seller 

and purchaser will sign if they 

want the property to remain in 

current use – We’ll take about this 

a little later in the material. 

 

 

 

EFFECTIVE 1/1/20 

 

 

 

 

 

 

 

 

 

 

 

SNA   

• State portion of 

•  

• 1.28 Will change as follows: 

• 1.1%    for sales below $500,000 

• 1.28% for sales between $500,000 to $1,500.00 

• 2.75% for sales between $1,500,000 to $3,000,000 

• 3%       for sales over $3,000,000 

• (And these are calculated as tiers up to) 

• And, remember that is just the State’s 

portion, now we will add to that the .25% or 

.50% the municipalities elect, so in our area 

below $500,000 would be 1.1, 1.36 or 1.6  
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HERE IS AN EXAMPLE FOR YOU: 

• For example, a sales price of $750,000 on 1/1/20 

• The first $500,000 is taxed at 1.6 = $8,000 

• The next $250,000 is taxed at 1.78 = $4,450 

• For a total excise tax of $12,450 for 2020 

• You calculate the tax based on the tiers…. 

• (2019 would have been $13,350) 
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SALES AND USE TAX  

 

A sales tax is a consumption tax imposed by the government on the sale of goods and 

services.  A conventional sales tax is levied at the point of sale, collected by the retailer 

and passed on to the government.   

 

Conventional or retail sales taxes are only charged to the end user of a good or service.  

Because the majority of goods in modern economies pass through a number of stages or 

manufacturing, often handled by different entities, a significant amount of documentation 

is necessary to prove who is ultimately liable for sales tax.  For example, say a sheep farmer 

sells wool to a company that manufactures yard.  In order to avoid paying the sales tax, 

the yarn maker must obtain a resale certificate from the government saying that it is not 

the end user.  The yarn maker then sells it product on to a garment maker, which must 

also obtain a resale certificate.  Finally, the garment maker sells fuzzy socks to a retail 

store, which will charge the customer sales tax along with the price of said socks. 

 

Use Tax is a type of tax levied by the United States by numerous state governments.  It is 

essentially the same as sales tax but is applied not where a product or service was sold 

but where a merchant bought a product or service and then converted it for its own use, 

without having paid tax when it was initially purchased.  Use taxes are functionally 

equivalent to sales taxes.  They are typically levied upon the use, storage, enjoyment or 

other consumption in the state of tangible personal property that has not been subject 

to a sales tax. 

 

LOCAL SALES AND USE TAX RATES – effective October 1, 2020 

 Local State Combined 

Spokane (City) .023 .065  .089 

Spokane (Unincorp) .016 .065 .081 

Spokane (Valley) .023  .065 .089 

       

SEE HANDOUT # 4 – CONSUMER USE TAX RETURN 

  

 



Copyright@clockhoursbyangie    January 2017 UPDATED 5-23-17, 11-20 
 25 
 

 
Here is a little history on sales tax: 

 

What two things are sure in life?  Death and Taxes.  The idea of sales taxation is not a 

new idea.  The sales tax idea was borne in ancient cultures but is only written in history 

as having started with roman emperor Augustus in 9AD and continuing until 60AD 

under Nero.  It then disappears until about the 12th century when it reappears in Europe.  

The first formal laws in Europe were passed in 1292 by France of ½% to be collected on 

the sale of all goods except for food. 

 

Modern Taxation in the United States was first proposed in 1862 during the Civil War as 

the Union government struggled with finding a way to pay for what appeared to be a 

long term and expensive civil war.  The proposal was for 1% National tax.  The tax bill 

was tabled and never was acted upon.  Then in 1921 a national sales tax of 1% was 

again proposed to help pay for the debt incurred during World War I.  Again, this 

measure was defeated, but not before tokens had already been produced.  The tokens 

were supposedly all destroyed. 

 

In 1921, West Virginia was the first state to pass legislation for a sales tax.  In 1929 

Georgia passed similar legislation but neither took the time to figure out how to enforce 

or implement the system, so there was no progress. 

 

In 1933, eleven states passed legislation for sales tax and by 1940 over 30 states had 

enacted legislation and systems for sales tax collection due to the success of the early 

programs at generating revenue for the state.  April 1 to May 10, 1933 Kewanee IL was 

the first city in the nation to produce and use sales tax tokens for a 3% tax.  It is 16mm 

in diameter and made of copper.  The Illinois state supreme court struck its use down 

and they were removed from circulation just a few weeks after issue.  July 1 that same 

year a 2% sales tax was passed and the tokens again circulated. 

 

Michigan and California passed similar legislation in 1933 followed by Ohio in 1934.  In 

1935 Washington State caused a stir when their tax laws were passed and implemented 

on May 21, 1935.  The US government and treasury department filed a suit against 

the State of Washington claiming the use of sales tax tokens as an assault on US 
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coinage.  The governor of Washington refused to back down and the issue was 

tabled by the government. 

 

On July 2, 1935, the Illinois state government issued state tax tokens.  And the local 

tokens were removed from circulation slowly.  July 10, just eight days later the State of 

Illinois was asked to cease the distribution of its round tokens because they were too 

much like US dimes.  The state was forced to change the design.  This resulted in the 

production of square pieces 16mm x 16mm. 

 

On July 22nd, the United States government backed by President Roosevelt and 

Treasurer Secretary Henry Morgantheu proposed a ½ cent and a 1/10th cent coin in 

copper and aluminum respectively.  These coins were never produced and the idea was 

effectively abandoned on August 21st. 

 

In late July, New Mexico issued its tokens that it had held awaiting the US government 

resolution.  In August Missouri issued its Milk-Cap tokens (called this because they 

resembled a milk cap and were produced in Kansas City by a prominent milk bottle cap 

manufacturer.  September 1, Colorado issued their tokens and in all 12 states issued 

sales tax tokens.  Ohio, Kentucky, West Virginia, North Carolina and Michigan issued 

paper stamp or punch card systems that are not considered to be part of the 12 state 

token issues. 

 

Even when some state governments refused to issue sales tax tokens, many businesses 

issued them on their own to help their customers (e.g. California).  Local issues are 

primarily associated with Washington and Illinois, but several other states including 

Kansas had a few. 

 

An interesting fact is that Kansas was the first state to suspend the token usage in July, 

1939 and Missouri was the last state to repeal the use of sales tax tokens from the 

books in 1961.  Most states had already effectively stopped their usage after World War 

II.  They lost favor during the war due to the additional complication of ration tokens 

and stamps. 
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TAX TOKENS, WHY WERE THEY NEEDED? 

 

Merchants had to pay sales tax to the state on the total amount of sales made by the 

merchant during each day’s sales.  You can imagine that if the sales tax rate is 3% and a 

child buys a 10cents piece of candy there is no way to collect the three-tenths of one 

cent.  If you rounded down that meant that the merchant could not collect anything for 

the tax.   If you rounded up the state was gaining 7 tenths of a cent on every 10-cent 

sale.  You can see that if the merchant sold 100 pieces of candy, he was losing 30 cents a 

day in tax revenue to the state, so the token was born.  This allowed the merchant to 

take 11 cents for the first piece of candy and give change back in mills.  The next time 

you wanted to buy a 10c candy you could present the merchant with the 10c and a 

token and complete the transaction.  This allowed the merchant to collect the sales tax 

on each transaction 

 

There are over 500 different sales tax tokens that can be collected from 13 states. 
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OPEN SPACE TAXATION ACT RCW 84.34 and WAC 458-30 
 

The Open Space Taxation Act, enacted in 1970, allows property owners to have their open 

space, farm and agricultural and timber lands valued at their current use rather than at 

their highest and best use.  The Act states that it is in the best interest of the state to 

maintain, preserve, conserve, and otherwise continue in existence adequate open space 

lands for the production of food, fiber, and forest crops to assure the use and enjoyment 

of natural resources and scenic beauty for the economic and social well-being of the state 

and its citizens. 

 

NOTE:  NWMLS FORM 22 L&A specifically addresses this tax designation on page 1 

under “E” and on page 4 under “6” 

 

 OPEN SPACE, FARM AND 

AG PROGRAMS 

 

Washington State property tax laws offer tax reductions on land used to grow commercial 

crops or harvestable trees.  Referred to as the Current Use Program, the law encourages 

farmers to continue to use their land for commercial farming operations or for growing 

trees.  The land is valued at its current use value rather than the “highest and best use”.  

Sounds inviting, but be careful, there is a catch. 

This program is broken down into 3 sub programs: 

 

1. Current Use Farm and Agriculture Program (Farming) 

Less than 5 acres 

5 but less than 20 acres 

20 acres or more 

2. Current Use Open Space (Open Space) 

Open Space 

Farm and Agriculture Conservation 

3. The Current Use Timber Program (Growing Trees) 

Designated Forest Program 
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FARMING 

 

Let’s review the Current Use Farm and Agriculture Programs.  They all have the same 

intentions, to offer a tax reduction to property owners who continue to use their land to 

raise commercially viable crops or for other commercial agriculture purposes.  The 

difference between each sub program is the number of acres. 

 

If an owner places less than 5 acres into the program, he or she must be able to show 

earnings of at least $1,500 for 3 out of the last 5-year period.  If the property was placed 

into the program prior to 1993, only $1,000 of earnings for 3 out of the last 5- year period 

is required.  Proof of income can be shown with receipts or IRS tax statements.  The 

receipts or IRS statements can be provided by anyone who produces the agriculture 

product on the land.  It could be a farmer using or renting the land.  The receipts do not 

have to be from the landowner. 

 

If a property owner places greater than 5 but less than 20 acres into the Current Use 

Program, he or she must show earnings of $200 per acre for 3 years out of the last 5-year 

period.  If the land was placed in the program prior to 1993, only $100 per acre income is 

required.  Once again, the receipts can be from anyone who uses the land for commercial 

agriculture purposes. 

 

The Department of Natural Resources (DNR) rates all land in our county for its soil 

productive capacity.  The Assessor annually determines the expected productivity of each 

category of land.  This productivity rating along with other factors is then used to 

determine the per acre value.  The value is significantly lower than the “highest and best 

use” value, and results in a significant reduction in taxable value.  The reduction applies 

only to the land and not to the home or other buildings (improvements) on the land; 

those are valued at fair market value. 

 

SEE HANDOUT # 5: 

 

1. Notice of Continuance Land Classification as Current Use or Forest Land 

2. Farm and Ag Open Space – Agricultural Use Plan 
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3. Notice of Request to Remove Current Use Assessment Classification 

 

Transfer or Sale of Farm & Agricultural Land: 

 

1.  You must have ALL buyers or grantees signatures on the excise tax affidavit in the Box 

6 continuance area (That was hand out # 3, previously reviewed) 

2. Notice of Continuation – Include information about the history of the land and what 

the buyers or grantees plan to do with it.  Also include the income information for the 

past 3 years (Crop Sheet & Animal Sheet). 

 

 

3. FARM AND AGRICULTURAL USE PLAN:  Sell provides what has and is occurring on 

the property and buyer provides what they plan to do.  This helps determine if the 

property can continue or not.  In addition, there is the requirement of the income 

proof (Schedule F, Form 4835, receipts, etc.)  for the last 3-5 years.  This is required to 

determine if the property has been in compliance and can continue. 

4. NOT CONTINUING: 

If the property is not going to be continued, the current owner needs to provide the 

original Request for Remove document.  The property will be removed from the 

program and back taxes, interest and penalties must be paid before the transfer can 

be processed. 
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OPEN SPACE 

 

Our legislature also provided property tax reductions for land used to enhance the public 

use of open space.  If privately owned land is made accessible to the public for recreational 

purposes, to preserve access to public land, or to view scenic vistas, it may be valued at 

its current use value rather than its “highest and best use” fair market value.  In the Open 

Space Program the land is assigned a “public benefit rating”.  The rating is used to 

determine the percentage of the highest and best use fair market value that will be 

taxable.  The taxing district in which the land resides organizes the public benefit rating 

board.  

  

A subset of the Open Space Program is Farm and Agricultural Conservation Land Program.  

It is a special program where property that was once in one of the other Current Use 

Programs, but no longer meets the requirements of the program or it land that qualified 

to be in a Current Use Program but for some reason wasn’t, can continue to receive or 

begin to receive current use tax rates if there is a likelihood that the property will 

eventually return to farm and agricultural use in the future.  To place land into this 

program requires public benefit rating board approval. 

 

SEE HAND OUT # 6:  

Application for Classification or Reclassification Open Space Land 

 

 

 

 

 

 

 

 

 



Copyright@clockhoursbyangie    January 2017 UPDATED 5-23-17, 11-20 
 32 
 

DESIGNATED FOREST LAND 

 

The Washington State Legislature also wanted to encourage the use of land to grow trees 

used for this purpose to be valued for property tax purposes at its current use rather than 

its “highest and best use”.  The taxable value is based upon the DNR soil type and 

productivity of the land. 

 

In addition to scenic and recreational spaces, healthy forests provide: 

 

1. An enhanced water supply 

2. Reduced soil erosion, Storm and flood damage 

3. Habitat for wild game 

4. Employment opportunities 

5. Raw materials for products 

 

As a way to encourage commercial forestry in Washington State, landowners may choose 

to have their land designated as forest land.  This designation often results in a lower 

assessed value and lower taxes.  Specific requirements must be met to quality for this 

designation. 

 

Requirements for Designated Forest  

Land 

 

To request your land to be designated as forest land, the following requirements apply: 

 

1.  The land must be used primarily for growing and harvesting timber. 

2. The land must consist of a single parcel of 5 or more acres; or multiple contiguous 

parcels totaling 5 or more acres.  Residential home sites are not included in the 5-acre 

minimum. 

3. Designated forest land may include land used for incidental uses that are compatible 

with growing and harvesting timber, but no more than ten percent of the land may be 

used for such incidental uses. 
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4. If the land has appurtenances necessary for the production, preparation, or sale of the 

timber products, that land may also be included. 

5. You must comply with forest practice laws and regulations 

6. Application must be made to the county assessor. 

 

 

 

 

SEE HANDOUT #7  

 

1.  Notice of Continuation 

2.  Forest Management Plan 

3.  Request for removal 

 

 

What is required for Forest Land Designation? 

1.  Signatures of ALL buyers/Grantees on excise tax affidavit document in the “Box 

6” continuance area. 

2. Notice of Continuation:  Must be signed by all buyers/transferees and 

completed 

3. Forest Management Plan (unless one is on file – can check with Val).  The buyer 

has within 60 days to provide the Assessor’s Office with a forest management 

plan to determine eligibility to continue in the land Classification.  The 

Buyer/transferee would need to provide their hired forester with the Forest 

Management Plan template.  The original “notarized” signature page needs to be 

provided to the Assessor’s Office along with the forest plan (prefer email, on CD 

or hardcopy). 

 

NOT CONTINUING: 

If the Property is not going to be continued, the current owner needs to provide the 

original of the “REQUEST TO REMOVE” document.  This will have to be removed with 

the compensating taxes paid before the transfer could be processed.  Please allow time 

for this process.  The Treasurer’s office has up to 7 days to process. 
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THE CATCH 
 

 

All these programs have a catch.  The catch is the same for all programs except the 

Designated Forest Program which is explained separately in the next paragraph.  Now, 

what’s the catch?  Well if the landowner whose land is in any of these programs fails to 

provide the proof required or removes the land from the intended purpose, then the land 

will be removed from the program.  If this occurs, 7 years of back taxes are due along with 

interest and penalties.  Back taxes are based on the difference between the current use 

value and the market value and the tax rate in effect for the previous year.  Interest is 

applied at the delinquent rate for the past 7 years and a penalty of 20 percent is added.  

The legislature’s purpose for applying the taxes and interest penalties for removal of land 

from these programs is to encourage long-term retention of land in these programs.  If 

the land is being sold and will not be kept in the program, the seller is responsible for 

paying the back taxes, interest and penalties.  If the land is being sold and the new buyer 

intends to continue using the land for the intended purpose of the program and signs a 

continuance on the real estate tax affidavit when the property changes hands, no taxes 

penalties, or interest will be due. 

 

 

However, if the land is not subsequently used for the intended purpose or appropriate 

proof is not provided during an audit, it will be removed from the program and the new 

owner will owe 7 years of taxes, interest and penalties even if he or she has owned the 

land for less than 7 years. 

 

As for the Designated Forest Program, upon removal, you will be required to pay 

compensating tax unless the removal meets one of the exceptions outlined in RCW 

84.33.140(13) or (14).  The amount of compensating tax is the difference between the 

last Designated Forest Land value and the new assessed value of the land.  This amount 

is then multiplied by the last levy rate extended against the land and multiplied by the 

number of years the land was designated as forest land, not to exceed nine (9).  

Compensating taxes will also be due on the land from January 1 of the year the 

designation is removed up to the removal date. 
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Here’s a strange Current Use story: 

 

Purchase and sale agreement was received by closer on December 11th, with a projected closing 

date of 1/4/17.  In the agreement, it said the property was in AG classification and the 

purchasers were not going to continue it so the sellers agreed to take out of classification and 

pay the 7 years back taxes plus penalties and interest.  Everyone, including both agents were 

aware of this. 

 

Closer was being very pro-active and sent the documents to the seller to complete to take out 

of this status and received them back from the seller and sent to the assessor’s office to be 

processed, as it was very close to year end and she wanted to be ready for the closing on 

1/4/17. 

She got the documents and the amount that was owed on 12/29/16 and called the seller and 

gave him the amount that was owed.  He was very upset with her that she already sent them in. 

He failed to tell the closer and his agent, that when the property was put into classification in 

2008 the property was assessed the following year at a very high amount, almost doubled.  The 

seller complained and finally got the taxes lowered for the following years.  

He purposely set the closing date for 2017 so that the highest year would drop off and it would 

save him over $2,500 in taxes and penalties for that one high year.  Since the closer sent in the 

form in 2016, it was based on 7 years back from that year, not 2017. 

The closer called the Assessor who had to call the Treasurer on this.  Since it was now 2017 the 

taxes for 2017 were not certified until 2/15/17 so it was “locked-out” and they were not able to 

do anything. 

The removal from Current Use was cancelled.  The closing was extended to 3/1/17 so the closer 

could then apply for the removal after 2/15/17 which would then allow the seller to save the 

money he had planned to save but neglected to tell the right parties what he was doing! 
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F.I.R.P.T.A. 

(Foreign Investment in Real Property Tax Act of 1980 

 
NWMLS Form 21 has added a few new lines on FIRPTA as of 7-24-15 

 

Page 1 of 5: 

#14 Seller Citizenship:  Seller warrants that Seller __is a U.S. Citizen ___is 

a foreign person for purposes of U.S. Taxation. 

 

Page 3 of 5: 

Lines 113-117: 

Seller Citizenship and FIRPTA.  Seller warrants that the identification of 

Seller’s citizenship status in Specific Term No 14 is correct.  Seller shall 

prepare and execute a certification (NWMLS Form 22 E, or equivalent) 

under the Foreign Investment in Real Property Tax Act (“FIRPTA”) at 

Closing and provide the certification to the Closing Agent.  If Seller is a 

foreign person, and this transaction is not otherwise exempt from FIRPTA, 

Closing Agent is instructed to withhold and pay the required amount to the 

Internal Revenue Service. 

 

SEE HANDOUT #2 – NWMLS FORM 22E 

 

Page 5 of 5:   

Any change in the terms presented in an offer or counteroffer, other than the 

insertion of the seller’s name and the Seller’s warranty of citizenship 

status…… 

 

NOTE:  CHANGES EFFECTIVE 2/17/16: 

 

On December 18, 2015, President Barack Obama signed the Protecting Americans 

from Tax Hikes Act of 2015 (PATH Act) into law.  The PATH Act makes 

significant changes to provisions of the Internal Revenue Code of 1986, as 

amended with respect to the Foreign Investment in Real Property Act of 1980 

(FIRPTA). 
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The Foreign Investment in Real Property Tax Act (“FIRPTA”) provides that the 

disposition of a U.S. real property interest by a foreign person for the purposes of 

U.S. income taxation is subject to income withholding.  Under FIRPTA, the buyer 

is responsible for determining if the seller is a foreign person and if the buyer 

fails to do so, the buyer could be liable for the tax. 

 

Effective February 17, 2016, FIRPTA withholding was imposed at a rate of 15% 

(an increase from 10%) on the amount realized from the sale (i.e. the purchase 

price). 

 

There are two notable exceptions: 

• If the amount realized does not exceed $300,000 and the buyer will use the 
property as the buyer’s personal residence – then there is no tax withhold. 

• If the amount realized exceeds $300,000, but does not exceed $1,000,000 
and the buyer will use the property as the buyer’s personal residence, then 
the tax withheld is 10%. 

Buyer intends to use property as residence Yes No 

$300,000 and under on amount realized $0 15% 

$1,000,000 and under on amount realized 10% 15% 

$1,000,001 and over on amount realized 

Regardless of buyer intended use 

15% 15% 

 

Real Estate agents and Settlement agents should carefully review purchase and sale 

contracts for transactions scheduled to close on or after February 27, 2016.  

Specifically, NWMLS has made appropriate changes to Addendum 22E – FIRPTA 

Certification relative to the percentage changes.  In addition, they should continue 

to pay attention to the information provided at Paragraph 14, Form 21 PSA and 

contained in Section J., as applicable. 

 

Additional provisions of the PATH Act address taxation of real property interests 

held in a real estate investment trust (REIT), a real estate investment company 

(RIC) or by a qualified foreign pension plan.  Agents should make certain their 

customers contact independent tax professionals for guidance in these matters. 

 

If you have any further questions regarding this issue, please seek professional 

advice from your attorney or tax advisor. 
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A LIMITED PRACTICE OFFICER CAN 

NOT ASSIST YOU OR YOUR CLIENT IN 

PREPARING ANY OF THE FRIPTA 

DOCUMENTS – IT IS AGAINST THE 

RULES OF APR 12. 

 

 

 

THE CLOSING TABLE IS NOT THE 

PLACE TO DISCOVER THAT THE 

SELLERS ARE OF FOREIGN STATUS 

AND DO NOT HAVE A TIN OR EIN  
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IRS 1099 Reporting 

 

Proceeds from real estate transaction must be reported to the IRS on the Form 

1099-S.  Real Estate transaction includes the sale or exchange of residential, 

commercial, agricultural, vacant land, multi-family etc. 

 

The laws pertaining to 1099-S reporting proceeds from real estate transactions 

were amended in 1998.  The IRS now allows for the use of a capital gains 

Certification in connection with the sale or exchange of certain residential property.  

Use of such a Certification eliminates the requirements that Form 1099-S be 

completed and filed with the IRS.  This Certification now falls under “exceptions” 

in the 1099-S 

reporting Regulations.  The IRS has set out specific guidelines for the use of the 

certification...  The certification is called:  CERTIFICATION FOR NO 

INFORMATION REPORTING ON THE SALE OR EXCHANGE OF A PRINCIPAL 

RESIDENCE 

  

The Certificate may be used as an alternative to FORM 1099-S reporting for sales 

or exchanges of a principal residence where the sale price is $250,000 or less for a 

single person or $500,000 or less for a married couple.   

  

The Certification must be in writing and signed by each seller, including spouses, 

under penalties of perjury.  Each spouse must execute a separate Certification. If a 

seller answers false to any of the assurances listed in Part II of the 

Certification you must file a 1099-S 
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Now we shall review the form (which is on the next page) 

 

At the very top of the form, it says:   

 

“this information is necessary to determine whether the sale or     exchange 

should be reported to the seller, and to the Internal Revenue Service on 

Form 1099-S, Proceeds from Real Estate Transactions.” 

  

Part I.  Seller Information 

Name of seller 

Address of seller 

TIN number 

And then they need to answer the questions on whether their primary residence yes 

or no.  If no, skip part II and sign at bottom 

  

If yes, then proceed: 

 Part II.  Seller Assurances 

There is a series of 6 questions that are all true/false questions.  They must read 

these carefully.  I find that if the client is sitting in front of me and has read the 

question and still has a puzzling look on their face, I tell them to read the question 

out loud and then they always seem to understand the question so much better. 

  

Then they sign the bottom.  Bear in mind whether checked true or false, will 

determine whether a reporting will be done by the closer to the sellers AND the 

IRS. 

  



Copyright@clockhoursbyangie    January 2017 UPDATED 5-23-17, 11-20 
 41 
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AND FINALLY, WHAT ABOUT CAPITAL GAINS? 

Many times, at closing when the seller is completing the 1099 input form, they ask the 

question, will I be subject to capital gains.  And, of course the answer we give at closing is that 

you need to check with your accountant on this.  And, I’m sure they ask agents the same 

questions as many times after I say that they look at their agent and I’m hoping this is what 

they are saying because just like me not wanting to put on my “attorney or accountant hat” 

neither do you. 

Let’s look at Capital Gains a bit: 

What is long-term capital gain? 

The term “capital gain” simply refers to a profit made by selling an asset for more than you paid 

for it.  As an example, if you paid $3,000 for a stock investment and sell it for $4,000, you’d 

have a $1,000 capital gain on the sale. 

The IRS splits capital gains into two distinct baskets for tax purposes:  long- and short-term 

capital gains.  A short-term capital gain occurs if you owned the asset for a year or less.  If this is 

the case, the gain is considered ordinary income and is taxes at your applicable marginal tax 

rate. 

On the other hand, if you owned the asset for a least a year and a day, any profit made upon 

the sale of the asset is considered a long-term gain and is taxed at preferential rates. 
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Quiz for “I owe, I owe, I owe” 

1 The property tax system for Spokane County is based on the annual budget. True False 

2 There are only 10 tax districts in Spokane County. True  False 

3 Spokane County taxes are due April 30th and October 31st of each year. True False 

4 Interest on delinquent property taxes is charged at the rate of 18%. True False 

5 The Spokane Register of Historic Places was established in 1981 and 1982. True False 

6 If you are applying for an Urban Center exemption, it must be 8 or more units. True False 

7 Property with assessed value of $500.00 or less must pay the full taxes by April 
30 

True False 

8 To obtain a senior exemption on your taxes you must be 66 and retired. True False 

9 Excise tax is based on the sales price of the property and has different tiers that 
will affect the total. 

True False 

10 100% of the excise tax collected goes into the state general fund. True False 

11 A sales tax is a consumption tax imposed by the government. True False 

12 Use Tax is typically charged to the purchaser. True False 

13 The Open Space Taxation Act was enacted in 1970. True False 

14 The Open Space Act was set up so homeowners could plant gardens in their 
yards for their own use. 

True False 

15 There are three programs in this act. True False 

16 Current Use Farm and Ag is to encourage commercial farming. True False 

17 Once you are approved for the Current Use program, you never have to 
provide proof to the County to remain in the program.  It is for life. 

True False 

18 A seller can take their property out of Current use anytime with no additional 
taxes due, as the reduction while on that program was a gift from the County. 

True False 

19 Timber, Agriculture and open space are the three programs available True False 

20 Compensating Tax is the difference between the current use tax and the full 
fair market value tax. 

True False 

 

I hereby attest that I have read the material and answered the questions. 

Signature 

__________________________________________Date___________________________________ 

 

 



Copyright@clockhoursbyangie    January 2017 UPDATED 5-23-17, 11-20 
 44 
 

 

Name/ Company: ______________________________________________________________________ 

Address: _____________________________________________________________________________ 

City, State, Zip: ________________________________________________________________________ 

Phone: (personal) ___________________________________(work)_____________________________ 

Email: _______________________________________________________________________________ 

License Renewal Date: __________________________________________________________________ 

Signature: __________________________________________Date: _____________________________ 

1. What are 3 things that you learned from this course? 

1. ______________________________________________________________________________ 

2. ______________________________________________________________________________ 

3. ______________________________________________________________________________ 

2. Do you feel the clock hour material was easy to follow? _____________________________________ 

3. Did the material give you information to help you in your profession? __________________________ 

4. Will the material help you with future transactions? ________________________________________ 

5. Why did you choose to take this course? Topic __ Time __ Cost __ Ease __ Other__ 

6. How long did this class take you to complete? ______________________ (a “clock hour” is 50 minute) 

How will you pay for this correspondence class? 

_____cash _____check ______debit/credit information needed: 

Card number_____________________________________ Exp date____________________ 

 Zip code of where bill is mailed____________ three-digit code on back of card___________ 

 

Mandatory Evaluation for  

“I owe, I owe, I owe” 

 

 

FOR 

Please fill out the following form and return 

with your completed clock hour class quiz. 
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