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STATE OF WASHINGTON
DEPARTMENT OF REVENUE
 
May 21, 2008
 
 
 
TO:	All County Assessors and Treasurers
 
FROM:	Peggy Davis, Exemption and Deferral Program Administrator
	Property Tax Division
 
SUBJECT:	IMPLEMENTATION OF SSB 5256 – EXCLUDING VETERAN’S DISABILITY BENEFITS AND DEPENDENCY AND INDEMNITY BENEFITS FROM DISPOSABLE INCOME
 
 
During the recent legislative session, Substitute Senate Bill (SSB) 5256 was signed into law.  This bill changes the calculation of disposable income used to determine eligibility for the tax relief programs for individual property owners.  
 
Which programs are affected?
Programs that rely on the definition of disposable income in RCW 84.36.383(5) are affected.  This includes the exemption and deferral property tax relief programs for individuals.
 
This legislation did not change the disposable income calculation in RCW 84.36.041(8)(c) used to establish eligibility for residents living in Nonprofit Homes for the Aging.  
 
What is the change, and when does it take effect?
Under the new legislation, veterans’ disability benefits and survivors’ dependency and indemnity compensation are no longer included in disposable income.  Regular retirement benefits for veterans must still to be included in disposable income.  The bill is effective for taxes levied in 2009 and thereafter.  That means that it affects the 2008 income used to qualify for property tax relief in 2009.  
 
Did this legislation change any other eligibility requirements?
This legislation changes the income calculation, but it does not change the other eligibility requirements for the individual programs.  For example, in order the meet the eligibility requirements for the property tax exemption program, the applicant’s combined disposable income must still be $35,000 or less.  
 
Does the veteran have to be 100 percent disabled to be able to exclude the disability income?
There is no requirement for a specific disability rating.  All veterans’ disability compensation benefits should be excluded regardless of the veteran’s disability rating.  
 
What are the definitions of “disability” and “dependency and indemnity” compensation?
“Disability compensation” is defined as payments made by the U.S. Department of Veterans Affairs (VA) to a veteran because of a service-connected disability. 
 
“Dependency and indemnity compensation” is defined as payments made by the VA to a surviving spouse, child, or parent because of a service-connected death.
 
What is the new definition of “disposable income”?
RCW 84.36.383(5) defines “disposable income” as adjusted gross income, as defined in the federal internal revenue code, plus all of the following items to the extent they were deducted, or excluded, from adjusted gross income:
(a)	Capital gains, other than gain excluded from income under section 121 of the Federal internal revenue code to the extent it is reinvested in a new principal residence;
(b)	Amounts deducted for loss;
(c)	Amounts deducted for depreciation;
(d)	Pension and annuity receipts;
(e)	Military pay and benefits other than attendant-care and medical-aid payments;
(f)	Veterans benefits other than:
(i)	Attendant-care payments;
(ii)	Medical-aid payments;
(iii)	Disability compensation, as defined in Title 38, part 3, section 3.4 of the code of federal regulations, as of January 1, 2008; and
(iv)	Dependency and indemnity compensation, as defined in Title 38, part 3, section 3.5 of the code of federal regulations, as of January 1, 2008;
(g)	Federal social security act and railroad retirement benefits;
(h)	Dividend receipts; and
(i)	Interest received on state and municipal bonds.
 
As a reminder, disposable income does not equal adjusted gross income, but adjusted gross income is our starting point.  In order to ensure that eligible applicants receive the appropriate level of tax relief and that ineligible applicants do not receive relief to which they are not entitled, we must accurately calculate disposable income.  
 
What steps should be taken to implement this change?
We are in the process of revising rules, forms, and publications to reflect the change, and we expect the revisions to be available in August 2008.
 
If you have any questions about the new legislation, please contact me at (360) 570-5867 or peggyd@dor.wa.gov, or contact Mike Braaten at (360) 570-5862 or michaelb@dor.wa.gov.
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