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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 at 15207 E. Mission Avenue, Spokane Valley, WA  99037 or complete your 

credit/debit card information on the sheet provided or call me at 509-216-3220. 

6. Upon receipt, I will email you a certificate, usually on 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 

differently  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 1/1/23 

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 òOur 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 ó 
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PROPERTY TAX EXPLAINATION 

 

 

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

how itõs distributed?  The best way to explain Washingtonõs 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.  Letõs 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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Letõs say next yearõs 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 didnõt change. 

 

 

 
 

Now, letõs get a bit more realistic and say that the values on 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 
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the two homes that go to $200,000 are unchanged.  They are at 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.  

 

 
 

 

But wait.  Normally budgets donõt stay the same; they go up, right?  Back in 2000, 

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

10; however, she is in the Cheney School District while Iõm 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 Countyõs 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. 
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Now, letõs 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.   

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 weõve 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 
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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, letõs use the example from 

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. 
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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 òAnnual 

Countyó.  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. 

 

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.  
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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 1 st of 

the year in which the tax is due 

 

Note:  Stormwater, Flood and Irrigation 

are not assessed penalties.  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 

Treasurerõs 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 mail ing 

(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 

òCOURTESY/INFORMATION ONLYó 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. 

 

 

 

 

NOTE TO HOMEOWNER: 

 

 

At your signing appointment for the 

purchase of your home, you will be 

executing a document called òReal Estate 

Excise Tax Affidavitó.  This form is 

completed by the closing agent, inserting 

the sellerõs name and address, 

purchaserõs 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 lenderõs name and address 

there.    If there is not, then there is a box 

that can be checked that says, òsame as 

purchaseró.  Please pay special attention 
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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 Treasurerõs office.  You 

can also request a form online to do this  

Any request for owner name/address 

change must be done through the 

Assessorõs 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 

Treasurerõs 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 constitu te cause for cancelation of 

interest, penalty and/or cost charges if 

the tax bill becomes delinquent. 

 

The following is information on 

contacting the Treasurerõs Office for 

Spokane County: 

 

Physical Address  

Spokane County Treasurer 

1116 W. Broadway Avenue 

Spokane, WA. 99260 

 

Mailing Address : 

P.O. Box 199 

Spokane, WA. 99210 

509-477-4713 
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CALCULATING YOUR TAXES: 

 

In the State of Washington, taxes are 

based on the assessed values from the  

 

previous year.  Property taxes on your 

2024 assessment are paid in 2025.  

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 

$10.5998 

$100,000 (Assessed Value) x 10.5998 

(Levy Rate) = $1,059.98 TAXES DUE

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Copyright@clockhoursbyangie   1/17; 5/17, 11/20, 4/23; 12/24; 3/25 
 16 
 

Property Tax Levies due in 2024  

Summary: 

¶ Statewide property tax levies due in 2024 increased by 4.8% to $17.63 billion. 

¶ County total assessed values grew by 0.2% 

¶ Rates increased , resulting in a  statewide average of $8.93 per $1,000 of assessed 

value 

Schools: 

     School levies include the state school levy assessed for the support of all schools in 

Washington and local school levies for maintenances and operations, bonds and 

projects.   

¶ School levies due in 2024  increased by 4.8% 

¶ School levy share of all levies decreased from 57.9% in 2023 to 56.7% in 2024 

¶ The state levies represented 46.9% of the total school levies 

¶ Local levies increased 2.9% to $5.31 billion 

¶ Local voter-approved excess school levies represented 53.1% of the total school 

levies 

Counties: 

¶ County property tax levies due in 2024 grew by 7.8% to $$2.55 billion 

¶ County levies represented 14.5% of all levies due in 2024 

 

Cities and Towns: 

¶ City and town property tax levies due in 2024 grew by 8.1% to $2.03 billion 

¶ City and town levies represented 11/5% of all levies due ion 2024 
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HOW DO I APPEAL THE ASSESSMENT OF MY HOME? 

A taxpayer has the right to initiate an appeal of the current yearõs assessed valuation.  

The first step in the appeals process begins with written notification to the local 

assessing  official.  Taxpayers have 45 days from the date of the notice of assessment to 

initiate an appeal.  If no notice of assessment is given, the notice of appeal must be filed 

not later than the later of May 10of the tax bill year or 45 days after the date of the tax 

bill.  In other words, if no Form 11 is issued by the county assessor for the March 1, 

2012, assessment date, the 2013 tax bill serves as the notice of assessment and the 

deadline to file an appeal is the later of May 10, or 45 days after the date of the 2013 tax 

bill. 

Evidence to support the taxpayerõs case can be in the form of a sale of the subject 

property, sales of comparable properties, listing prices, offers to purchase or an 

appraisal prepared by a licensed appraiser.  The county assessor has the burden of proof 

in an appeal where the assessment increased by more than 5% over the preceding 

assessment date. 
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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. 
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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.   

The Spokane Register of Historic Places is 

a local governmentõs 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 
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defined urban center may receive 

exemption on the improvement value for 

a period of ten years. 

 

As cited in recorded òCERTIFICATION OF 

TAX EXEMPTIONó 

 

òWhereas 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 

whereby an exemption from ad 

valorem property taxation for a period 

of ten years shall be granted to owners 

of property who meet the requirements 

of the local jurisdictionõs the multiple 

family housing property tax incentive 

program.ó 

 

 

 

 

 

 

 

As cited in the preliminary title report:  

 

òGeneral 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. 
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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 ð resulting in a reduction in your 

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 $50,000.   

 

The following is a sample of the most 

current form to apply for exemption 

Your application will be returned if it is 

incomplete; it does not include income 

or allowed expenses documented 

proof, It does not include acceptable 

residency and birth date documents; it 

has not been signed. 
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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 you r 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 

state, it may be transferred if 

eligibility requirements are met 

for that State.  

 

 

 

 

EXCISE TAX (aka Transfer Tax) 

 

òExcise Taxõ also referred to as òtransfer 

taxó 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. 
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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. 
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NOTE:  under #3 this is where the closer will insert who will pay the future taxes 

and the change is made to the records.  

 

 

 

Under #6 of the excise tax affidavits  this is where the seller and purchaser will 

sign if they want the property to remain in current use ð Weõll take about this a 

little later in the material.  

 

 

 

EFFECTIVE 1/1/23 

 

   

Å {ǘŀǘŜ ǇƻǊǘƛƻƴ ƻŦ 

Å  

Å мΦм҈    ŦƻǊ ǎŀƭŜǎ ōŜƭƻǿ ϷрнрΣллл 

Å мΦну҈ ŦƻǊ ǎŀƭŜǎ ōŜǘǿŜŜƴ ϷрнрΣллл ǘƻ ϷмΣрнрΣллл 

Å нΦтр҈ ŦƻǊ ǎŀƭŜǎ ōŜǘǿŜŜƴ ϷмΣрнрΣллл ǘƻ ϷоΣлнрΣллл 

Å о҈       ŦƻǊ ǎŀƭŜǎ ƻǾŜǊ ϷоΣлнрΣллл 

Å ό!ƴŘ ǘƘŜǎŜ ŀǊŜ ŎŀƭŎǳƭŀǘŜŘ ŀǎ ǘƛŜǊǎ ǳǇ ǘƻύ 

Å !ƴŘ ǊŜƳŜƳōŜǊ ǘƘŀǘ ƛǎ Ƨǳǎǘ ǘƘŜ {ǘŀǘŜɀǎ ǇƻǊǘƛƻƴΣ ƴƻǿ 

ǿŜ ǿƛƭƭ ŀŘŘ ǘƻ ǘƘŀǘ ǘƘŜ Φнр҈ ƻǊ Φрл҈ ǘƘŜ 

ƳǳƴƛŎƛǇŀƭƛǘƛŜǎ ŜƭŜŎǘΣ ǎƻ ƛƴ ƻǳǊ ŀǊŜŀ ōŜƭƻǿ ϷрнрΣллл 

ǿƻǳƭŘ ōŜ мΦмΣ мΦос ƻǊ мΦс  
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HERE IS AN EXAMPLE FOR YOU: 

Å CƻǊ ŜȄŀƳǇƭŜΣ ŀ ǎŀƭŜǎ ǇǊƛŎŜ ƻŦ ϷтрлΣллл ƻƴ мκмκно 

Å ¢ƘŜ ŦƛǊǎǘ ϷрнрΣллл ƛǎ ǘŀȄŜŘ ŀǘ мΦс Ґ ϷуΣплл 

Å ¢ƘŜ ƴŜȄǘ ϷннрΣллл ƛǎ ǘŀȄŜŘ ŀǘ мΦту Ґ ϷпΣллр 

Å CƻǊ ŀ ǘƻǘŀƭ ŜȄŎƛǎŜ ǘŀȄ ƻŦ ϷмнΣплр ŦƻǊ нлно 

Å ¸ƻǳ ŎŀƭŎǳƭŀǘŜ ǘƘŜ ǘŀȄ ōŀǎŜŘ ƻƴ ǘƘŜ ǘƛŜǊǎȱΦ 

Å όнлнн ǿƻǳƭŘ ƘŀǾŜ ōŜŜƴ ϷмнΣпрлύ 
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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 i ts 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. 

 

Washington sales tax range for 2025:  

6.5% to 10.4%  

 

Base state sales tax rate 6.5%  

Local rate range  0% - 3.9% 

Rates are rounded to the nearest hundredth.   

Spokane county average 9%  
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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 12 th 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 

coinage.  The governor of Washington refused to back down and the issue was 

tabled by the government.  
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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.  On 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 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 complicati on 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 dayõs 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 òEó and on page 4 under ò6ó and it says:  

òIf the property is currently  taxed at a reduced rate because a special classification 

such as open space, agricultural, or forest land , and Buyer is to continue that use, 

Buyer understands approval from the county will need to be obtained and that 

significant increased taxes, back taxes, penalties and interest may be required to be 

paid if the use classification is changed  or withdrawn at closing or in the future.ó 

 

 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 òhighest and best useó.  

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 
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Farm and Agriculture Conservation 

3. The Current Use Timber Program (Growing Trees ) 

Designated Forest Program 

 

 

FARMING 

 

Letõs 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.  Th e 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 t o 

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

useó 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. 
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1. 
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