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SUBSTI TUTE HOUSE BI LL 1510

AS AMVENDED BY THE SENATE

Passed Legislature - 2006 Regul ar Session

State of WAshi ngt on 59th Legislature 2006 Regul ar Sessi on
By House Comm ttee on Fi nance (originally sponsored by
Representatives Mrris, Quall, B. Sullivan and Chase)

READ FI RST TI ME 03/ 07/ 05.

AN ACT Relating to the property taxation of nonprofit entities;
amendi ng RCW 84. 36. 030, 84.36.031, and 84.36.810; and reenacting and
anendi ng RCW 84. 36. 037.

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

Sec. 1. RCWB84.36.030 and 1993 ¢ 327 s 2 are each anended to read
as follows:

The followng real and personal property shall be exenpt from
t axati on:

(1) (a) Property owned by nonprofit organi zations or associations,
organi zed and conducted for nonsectarian purposes, which shall be used
for character-buil ding, benevol ent, protective or rehabilitative soci al
services directed at persons of all ages.

(b) The sale of donated nerchandise shall not be considered a
commerci al use of the property under this section if the proceeds are
devoted to the furtherance of the purposes of the selling organization
or association as specified in this ((paragraph)) subsection (1).

(c) In a county with a population of Iess than twenty thousand, the
rental or use of property, owned by a nonprofit organization or
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associ ation described in (a) of this subsection, by a person, group, or
organi zation in one of the followng ways shall not nullify the
exenpti on:

(i) The property may be rented or used for pecuniary gain or for
business activities or by individuals, groups, and organizations for
private purposes if the rental or use:

(A) Does not exceed fifteen days each assessnent year

(B) No conparable private for-profit facility exists within ten
mles of the property that could be used for the sane purpose for which
the property is |oaned or rented; and

(C) Al inconme fromthe rental or use of the exenpt property is
used for capital inprovenents to the exenpt property, maintenance and
operation of the exenpt property, or for exenpt purposes; or

(ii) The property is rented or used by a nonprofit conmmunity group
or other nonprofit organization that m ght not qualify for exenption if
it owned the property as long as the rental or use of the property:

(A) Does not exceed fifteen days each assessnent year

(B) Does not result in pecuniary gain;

(C) Does not involve business activities;

(D) I's always for the general public good; and

(E) Al inconme fromthe rental or use of the exenpt property is
used for capital inprovenents to the exenpt property, maintenance and
operation of the exenpt property, or for exenpt purposes.

(2) Property owned by any nonprofit church, denom nation, group of
churches, or an organi zation or association, the nenbership of which is
conprised solely of churches or their qualified representatives, which
is utilized as a canp facility if used for organized and supervised
recreational activities and church purposes as related to such canp
facilities. The exenption provided by this paragraph shall apply to a
maxi mum of two hundred acres of any such canp as selected by the
church, including buildings and other inprovenents thereon.

(3) Property, including buildings and i nprovenents required for the
mai nt enance and safeguarding of such property, owned by nonprofit
organi zati ons or associ ations engaged in character building of boys and
girl's under eighteen years of age, and used for such purposes and uses,
provi ded such purposes and uses are for the general public good:
PROVIDED, That if existing charters provide that organizations or
associ ations, which would otherwi se qualify under the provisions of
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t hi s paragraph, serve boys and girls up to the age of twenty-one years,
then such organizations or associations shall be deened qualified
pursuant to this section.

(4)(a) Property owned by all organizations and societies of
veterans of any war of the United States, recognized as such by the
departnment of defense, which shall have national charters, and which
shall have for their general purposes and objects the preservation of
the nenories and associations incident to their war service and the
consecration of the efforts of their nenbers to nutual hel pful ness and
to patriotic and comunity service to state and nation. To be exenpt
such property nust be used in such manner as nmy be reasonably
necessary to carry out the purposes and objects of such societies.

(b) The use of the property for pecuniary gain or ((te—prenste))
for business activities, except as provided in this subsection (4),
nullifies the exenption otherwi se available for the property for the
assessnent year. The exenption is not nullified by:

(((8))) (i) The collection of rent or donations if the anount is
reasonabl e and does not exceed nmai ntenance and operation expenses.

(((b)y)) (i) Fund-raising activities conducted by a nonprofit
or gani zati on.

((&y)) (iii) The use of the property for pecuniary gain for
periods of not nore than ((t+hree)) fifteen days in a year.

((66))) (c) An inadvertent use of the property in a mnmanner
inconsistent with the purpose for which exenption is granted, if the
i nadvertent use is not part of a pattern of use. A pattern of use is
presuned when an inadvertent use is repeated in the same assessnent
year or in two or nore successive assessnent years.

(5) Property owned by all corporations, incorporated under any act
of congress, whose principal purposes are to furnish volunteer aid to
menbers of the arned forces of the United States and also to carry on
a systemof national and international relief and to apply the sane in
mtigating the sufferings caused by pestilence, famne, fire, floods,
and other national calamties and to devise and carry on neasures for
preventing the sane.

(6) Property owned by nonprofit organi zations exenpt from federa
income tax under section 501(c)(3) of the internal revenue code of
1954, as anended, that are guarantee agencies under the federal
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guaranteed student |oan program or that issue debt to provide or
acqui re student | oans.

(7) To be exenpt under this section, the property nust be used
exclusively for the purposes for which exenption is granted, except as
provi ded in RCW 84. 36. 805.

(8) For the purposes of this section, "general public good" neans
nenbers of the comunity derive a benefit fromthe rental or use of the
property by the nonprofit community group or organization.

Sec. 2. RCWB84.36.031 and 1969 ¢ 137 s 2 are each anended to read
as follows:

Property |eased, |oaned, sold with the option to repurchase, or
ot herwi se made avail able to organi zations ((as—set—eut)) described in
RCW 84. 36. 030 above shall not be exenpt from taxation((+—PROVDED-
That  property which)). However, property that is owned by an
organi zation ((as—set—eut—+n)) exenpt under RCW 84.36.030 nmay | oan,_
lease, or rent the property to another organization for the sane
pur pose as set out in RCW 84. 36. 030.

Sec. 3. RCW84.36.037 and 1998 ¢ 311 s 19 and 1998 c 189 s 1 are
each reenacted and anmended to read as foll ows:

(1) Real or personal property owned by a nonprofit organi zation
association, or corporation in connection wth the operation of a
public assenbly hall or neeting place is exenpt from taxation. The
area exenpt under this section includes the building or buildings, the
| and under the buildings, and an additional area necessary for parking,
not exceeding a total of one acre. \Wen property for which exenption
i's sought is essentially uninproved except for restroomfacilities and
structures and this property has been used primarily for annual
community celebration events for at Ileast ten years, the exenpt
property shall not exceed twenty-nine acres.

(2) To qualify for this exenption the property nust be used
exclusively for public gatherings and be available to all organi zations
or persons desiring to use the property, but the owner may inpose
conditions and restrictions which are necessary for the safekeepi ng of
the property and pronote the purposes of this exenption. Menber shi p
shall not be a prerequisite for the use of the property.

SHB 1510. SL p. 4
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(3) The use of the property for pecuniary gain or ((te—prerpete))
for business activities, except as provided in this section, nullifies

t he exenption otherw se available for the property for the assessnent
year. The exenption is not nullified by:
(a) The collection of rent or donations if ((t+he—armeunt—+s

ereated—by—the—user)) all funds collected are used for capital

i nprovenents to the exenpt property, nmaintenance and operation of the
exenpt property, or for exenpt purposes.

(b) Fund-raising activities conducted by a nonprofit organi zation.

(c) The use of the property for pecuniary gain ((e—to—prenmste)),
for business activities for periods of not nore than ((severn)) fifteen
days ((+a—a)) each assessnent year so long as all incone received from
rental or use of the exenpt property is used for capital inprovenents
to the exenpt property, maintenance and operation of the exenpt
property, or for exenpt purposes.

(d) In a county with a population of less than ((ter)) twenty
t housand, the use of the property to pronote the follow ng business
activities: Dance |essons, art classes, or nusic |essons.

(e) An inadvertent use of the property in a manner inconsistent
with the purpose for which exenption is granted, if the inadvertent use
is not part of a pattern of use. A pattern of use is presuned when an
i nadvertent use is repeated in the sane assessnent year or in two or
nore successi ve assessnent years.

(4) The departnent of revenue shall narrowWy construe this
exenpti on.

Sec. 4. RCWB84.36.810 and 2003 ¢ 344 s 2 are each anended to read
as follows:

(1)(a) Upon cessation of a use under which an exenption has been
granted pursuant to RCW 84.36.030, 84.36.037, 84.36.040, 84.36.041
84.36.042, 84.36.043, 84.36.046, 84.36.050, 84.36.060, 84.36.550,
((84-—36-—650)) 84.36.560, ((and)) 84.36.570, and 84.36.650, except as
provided in (b) of this subsection, the county treasurer shall coll ect
all taxes which woul d have been paid had the property not been exenpt
during the three years preceding, or the life of such exenption, if
such be less, together with the interest at the sane rate and conputed
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in the sanme way as that wupon delinquent property taxes. If the
property has been granted an exenption for nore than ten consecutive
years, taxes and interest shall not be assessed under this section.

(b) Upon cessation of use by an institution of higher education of
property exenpt under RCW 84.36.050(2) the county treasurer shal
collect all taxes which would have been paid had the property not been
exenpt during the seven years preceding, or the life of the exenption,
whi chever is |ess.

(2) Subsection (1) of this section applies only when ownership of
the property is transferred or when fifty-one percent or nore of the
area of the property loses its exenpt status. The additional tax under
subsection (1) of this section shall not be inposed if the cessation of
use resulted solely from

(a) Transfer to a nonprofit organization, associ ati on, or
corporation for a use which also qualifies and is granted exenption
under this chapter;

(b) A taking through the exercise of the power of em nent donain,
or sale or transfer to an entity having the power of em nent domain in
anticipation of the exercise of such power;

(c) Oficial action by an agency of the state of Washi ngton or by
the county or city within which the property is |ocated which disall ows
the present use of such property;

(d) A natural disaster such as a flood, w ndstorm earthquake, or
other such calamty rather than by virtue of the act of the
organi zati on, association, or corporation changing the use of such
property;

(e) Relocation of the activity and use of another |ocation or site
except for undevel oped properties of canp facilities exenpted under RCW
84. 36. 030;

(f) Cancellation of a | ease on | eased property that had been exenpt
under this chapter; ((e+r))

(g) A change in the exenpt portion of a honme for the aging under
RCW 84. 36. 041(3), as long as sone portion of the hone renmains exenpt;
or

(h) Transfer to an agency of the state of WAshington or the city or
county within which the property is |ocated.

(3) Subsection((s)) (2)(e) and (f) of this section do not apply to

SHB 1510. SL p. 6
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property |l eased to a state institution of higher education and exenpt
under RCW 84. 36. 050(2) .
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