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SUBSTI TUTE HOUSE BI LL 2590

St ate of WAshi ngt on 590th Legislature 2006 Regul ar Session

By House Comm ttee on Fi nance (originally sponsored by
Represent ati ves Di ckerson and Mcintire)

READ FI RST TI ME 01/ 27/ 06.

AN ACT Relating to the excise taxation of nonprofit organizations
organized and operated for zool ogical pur poses; anendi ng RCW
82.04. 4328, 82.04.4322, 82.04.4324, 82.04.4326, 82.04.4327, 82.08.031,
and 82.12.031; and creating new sections.

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

NEW SECTION. Sec. 1. The legislature finds that publicly owned
zool ogical facilities in Washington serve a public purpose by providing
educati onal and recreational opportunities for Washington citizens and
spurring econom c developnent in the state. The |legislature also finds
that private funds are critical to the survival of publicly owned
zoological facilities. \Wen a public ower of a zoological facility
contracts with a nonprofit corporation to raise private funds through
t he managenent and operations of the facility, additional excise taxes
apply. The legislature intends these nonprofit organizations to pay
the sanme taxes as other nonprofit artistic and cultural organizations
within the state.

Sec. 2. RCWB82.04.4328 and 1985 ¢ 471 s 7 are each anended to read
as foll ows:
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(1) For the purposes of RCW 82.04.4322, 82.04.4324, 82.04.4326,
82.04.4327, 82.08.031, and 82.12.031, the term "artistic or cultura
organi zati on" means an organi zation which is organized and operated
exclusively for the purpose of providing artistic ((e+)), cultural, or
zool oqi cal exhi bi tions, presentati ons, ((eF)) per f ormances, or
((ewtttural—er—art)) education prograns, as defined in subsection (2) of
this section, for viewing or attendance by the general public. The
organi zation nust be a not-for-profit corporation under chapter 24.03
RCW and managed by a governing board of not |ess than eight individuals
none of whomis a paid enployee of the organization or by a corporation
sol e under chapter 24.12 RCW In addition, to qualify for deduction or
exenption from taxation under RCW 82.04. 4322, 82.04.4324, 82.04. 4326,
82.04. 4327, 82.08.031, and 82.12.031, the corporation shall satisfy the
foll ow ng conditions:

(a) No part of its inconme nmay be paid directly or indirectly to its
menbers, stockhol ders, officers, directors, or trustees except in the
form of services rendered by the corporation in accordance with its
pur poses and byl aws;

(b) Salary or conpensation paid to its officers and executives nust
be only for actual services rendered, and at |evels conparable to the
sal ary or conpensation of like positions within the state,;

(c) Assets of the corporation nmust be irrevocably dedicated to the
activities for which the exenption is granted and, on the |iquidation,
di ssol ution, or abandonnent by the corporation, may not inure directly
or indirectly to the benefit of any nenber or individual except a
nonprofit organization, association, or corporation which also would be
entitled to the exenption;

(d) The corporation nust be duly licensed or certified when
licensing or certification is required by |aw or regul ation;

(e) The anounts received that qualify for exenption nust be used
for the activities for which the exenption is granted;

(f) Services must be avail abl e regardl ess of race, color, national
origin, or ancestry; and

(g) The director of revenue shall have access to its books in order
to determ ne whether the corporation is exenpt fromtaxes.

(2) For the purposes of RCW 82.04.4322, 82.04.4324, 82.04.4326,
82.04.4327, 82.08.031, and 82.12.031, the term "artistic ((oeF)).
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cul tural, or zool oqi cal exhi bi tions, presentati ons, ((eF))
performances, or ((ewHtural—er—art)) education prograns,” ((+nheludes
and—+s—t+Hmtedto)) neans:

(a) An exhibition or presentation of works of art or objects of
cultural or historical significance, such as those commonly displ ayed
in art or history museuns;

(b) A musical or dramatic performance or series of performances;
((er))

(c) An educational sem nar or program or series of such prograns,
offered by the organization to the general public on an artistic,
cultural, or historical subject; or

(d) Exhibitions, presentations, performnces, or education prograns
provided at a publicly owned zoological facility operated by a
nonprofit organization.

Sec. 3. RCWB82.04.4322 and 1981 c¢ 140 s 1 are each anended to read
as follows:

(1) I'n conputing tax there may be deducted fromthe neasure of tax
anmounts received fromthe United States or any instrunmentality thereof
or from the state of W shington or any nunicipal corporation or
subdi vision thereof as conpensation for, or to support, artistic
((eF)) o cul tural, or zool oqi cal exhi bi tions, presentations,
performances, or education prograns provided by an artistic or cultura
organi zation for attendance or view ng by the general public.

(2) The definitions and conditions in RCW82.04.4328 apply to this
section.

Sec. 4. RCWB82.04.4324 and 1981 c¢ 140 s 2 are each anended to read
as follows:

(1) In conputing tax there nmay be deducted fromthe neasure of tax
by persons subject to paynent of the tax on nmanufacturing under RCW
82.04. 240, the value of articles to the extent manufacturing activities
are undertaken by an artistic or cultural organization solely for the
purpose of manufacturing articles for use by the organization in
di splaying art objects or presenting artistic ((e+~)), cultural, or
zool ogical exhibitions, presentations, performances, or education
prograns for attendance or view ng by the general public.

p. 3 SHB 2590



N

©O© 00 N O Ul bW

10

11
12
13
14
15
16
17
18

19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

(2) The definitions and conditions in RCW82.04.4328 apply to this

secti on.

Sec. 5. RCWB82.04.4326 and 1981 c¢ 140 s 3 are each anmended to read
as follows:

(1) I'n conputing tax there may be deducted fromthe nmeasure of tax
anounts received by artistic or cultural organizations as tuition
charges collected for the privilege of attending artistic ((er)),.
cultural, or zoological education prograns.

(2) The definitions and conditions in RCW82.04.4328 apply to this
secti on.

Sec. 6. RCWB82.04.4327 and 1985 ¢ 471 s 6 are each anended to read
as follows:

(1) I'n conputing tax there may be deducted fromthe neasure of tax
those anmounts received by artistic or cultural organizations which
represent incone derived from business activities conducted by the
or gani zati on.

(2) The definitions and conditions in RCW82.04.4328 apply to this
secti on.

Sec. 7. RCW82.08.031 and 1981 ¢ 140 s 4 are each anended to read
as follows:

(1) The tax levied by RCW 82.08.020 shall not apply to sales to
artistic or cultural organizations of objects which are acquired for
the purpose of artistic, cultural, or zoological exhibitions ((e+)).
presentations, or performances to the general public if the objects
ar e:

(()) (a) Objects of art;

((2)) (b) Objects of cultural value;

((3))) (c) Objects to be used in the creation of a work of art,
ot her than tools; or

((4)) (d) Objects to be wused in displaying art objects or
presenting artistic ((e+r)), cultural, or zoological exhibitions or
per f or mances.

(2) The definitions and conditions in RCW82.04.4328 apply to this
secti on.
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Sec. 8. RCWB82.12.031 and 1981 ¢ 140 s 5 are each anended to read
as follows:

(1) The provisions of this chapter shall not apply in respect to
the use by artistic or cultural organizations of objects which are
acquired for the purpose of artistic, cultural, or zooloqical
exhi bitions, presentations, or perfornmances to the general public if
the objects are:

(()) (a) Objects of art;

((2)) (b) Objects of cultural value;

((63))) (c) njects to be used in the creation of a work of art,
ot her than tools; or

((64))) (d) Objects to be used in displaying art objects or
presenting artistic ((ef)), cultural, or zoological exhibitions or
per f or mances.

(2) The definitions and conditions in RCW82.04.4328 apply to this
section.

NEW SECTION. Sec. 9. (1) The departnment of revenue shall review
the tax exenptions benefitting zool ogical exhibitions, presentations,
performances, and education prograns under sections 2 through 7 of this
act . The departnment shall consider, but not be limted to, the
followng factors in the review

(a) The classes of individuals, types of organizations, or types of
i ndustries whose state tax liabilities are directly affected by the
exenpti ons;

(b) Public policy objectives that mght provide a justification for
t he exenptions, including but not limted to the |egislative history,
any legislative intent, or the extent to which the exenption encourages
business growh or relocation into this state, pronotes growh or
retention of high wage jobs, or helps stabilize communities;

(c) Evidence that the existence of the exenptions has contri buted
to the achi evenent of any of the public policy objectives;

(d) The extent to which continuation of the exenptions m ght
contribute to any of the public policy objectives;

(e) The extent to which the exenptions may provide unintended
benefits to an individual, organization, or industry other than those
the | egi sl ature intended;
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(f) The extent to which termnating the exenptions my have
negative effects on the category of taxpayers that currently benefit
fromthe exenptions, and the extent to which resulting higher taxes may
have negative effects on enpl oynent and the econony;

(g) The feasibility of nodifying the exenptions to provide for
adj ustnment or recapture of the tax benefits of the exenptions if the
obj ectives are not fulfilled,

(h) Fiscal inpacts of the exenptions, including past inpacts and
expected future inpacts if they are continued. For the purposes of
this subsection, "fiscal inpact"” includes an analysis of the genera
effects of the exenptions on the overall state econony including, but
not limted to, the effects of the exenptions on the consunption and
expendi tures of persons and businesses within the state;

(1) The extent to which term nation of the exenptions would affect
the distribution of liability for paynent of state taxes;

(j) Consideration of simlar exenptions adopted in other states,
and potential public policy benefits that mght be gained by
i ncor porating correspondi ng provisions in Washi ngton.

(2) The departnent shall report its findings and reconmendations to
the finance conmttee of the house of representatives and the ways and
means conmttee of the senate by Decenber 1, 2016. The depart nent
shall provide a recommendation as to whether the exenptions should be
continued wi thout nodification, nodified, scheduled for sunset review
at a future date, or termnated imediately. The departnment may
recommend accountability standards for the future review of the
exenpti ons.

NEW SECTION. Sec. 10. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

~-- END ---
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