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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE PUSINESS TAX ORDINANCE ™

RULE 5-006 S

Sealtie Rule 5-006  Tax Returns - Filing and Payment. .,; o

)

{2)

(3)

4)

(%)

(6)

Respoasibility of Taxpayers to Report. Taxpayers have a responsibility to beudr?le
informed about applicable tax laws and to correctly and timely report their tax liabiffy. ~

For more information, go to the City of Seattle’s, Department of Executlve Admmrs.ratlon
Revenue and Consumer Affairs website. P

Authorized Forms. Tax returns and remittances are to be filed with the Department by the

taxpayer. Returns shall be made upon forms authorized by the Department (SMC 5.55.040

{B)). - Forms provided by the Department will be mailed to all registered taxpayers prior to the
due date of the tax, unless the iaxpayer has opted to file electronically. (SMC 5.55.050 (G)).

The Department may rejecr a return made on a form not authorized by the Department.

Reporting Frequency. The taxes imposed by SMC Chapters 5.32 (Amusement
Devices), 5.40 (Admission Tax), 5.45 (Business License Tax), 5.48 (Utility Tax), and 5.52
(Gambling Tax), shali be reported and pzid in quarterly installments, uniess, at the
Director’s discretion, businessas are assigred to a monthly or annual reporting period.
(SMC 5.55.040 (A)). Taxes imposed by SMC 5.52.030 (A)(2) and (B)(2) for punch
boards and puil-tabs shall be reported and paid in monthly installments.

Due dates. (SMC 5.55.040 (A)).

(a) Quarterly and annuai 1ax returns are due on the last day of the next month after
the period covered by the return. For example, tax retuirns covering the first
quarter of the year are due on Aprrl 30, and annual returns are due on January
31.

(b) Monthly tax returns are due on the last day of the next month after the month
- covered by the retirn. For example, a tax return covering the month of February
is due on March 31, and & return covering the month of March is due April 30.

(c) If the due date for filing a tax return falls upon a Saturday, Sunday, or legal
noliday, the filing is timely if the return is either (i) received by the City (in the
City's possession), or (ii) pcstmarked by the United States Postal Service, on the
next business day (SMC 5.55.040 (F)). .

(d) The postmark date as shown by the post office cancellation mark stamped on the
envelope will be considered as conclusive evidence by the department in
determining if a tax return was timely mailed by the taxpayer. Private metered
marks are ot conclusive. It is the responsibility of the taxpayer to mail the tax
return sufficiently in advance of the due date to assure that the postmark date is
timely (SMC 5.55.050 (B)).

Payment with Return Required. The Department may refuse to accept any return
which is not accompanied by a remittance of the tax shown to be due thereon, or any
check which is not accompanied by a return, and if not accepted, the taxpayer shall be
deemed to have failed to fiie a return, and shall be subject to the penalties prescribed in
SMC 5.55.110. If the tax return is accepted without payment and payment is not made
by tha due date, late penalties -xili apply until the tax is paid.

Method of payment. (SMC 5.55.050 (A)).
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{a)
o)

{c)

o~ 'r\

e THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-006

Payment of taxes must be made in United States currency by bank draft, certified
check, cashier's check, personal check, money order, cash. or by wire transfer or

‘electronic pavment.

Payment b. cash must be made at the Depariment of Executive Adrhinistration,
Seattle Municipal Tower, 700 Fifth Avenue, Suite 4250, Seattle, Washingion
98104, e

Payment of tax may tie made by uncertified bank check, but if any such check is

- not honored by the bank on which drawn, the taxpayer shail remain liable for the

payment of the tax and fee and will be subject to penalties. The department may
refuse to accept any check which, in its opinion, would not be hor.ored by the
bank on which such check is drawn. The remittance covered by any check that
is so refused will be deemed not to have been made and the taxpayer will remain
liabie for the tax due, the fee, and the applicable penalties.

(7) ' Compieting the‘return. (SMC 5.55.040 (B) and (C)).

(@

(by

All returns shall be signed by the taxpayer or by a responsible officer or agent of
the taxpayer, unless the taxpayer has opted to file electronically. The individual
signing the return will certify or declare, under penalty of perjury under the laws
of the State of Washington, that the information contained in the return is true
and correct.

Taxpayers must report gross revenue and eligib!é deductions, regardiess of
whether-any tax is due for the reporting period. Deductions mus? be itemized in
the space provided on the tax return. A taxpayer claiming a miscellaneous

. deduction under the category “Other”; must provide a written description of the

deduction. If no description is provided, the deduction will be disalinwed. If there
is a discrepancy between the amount of the itemized deductione and the amount
claimed in the Deduction column of the raturn, the itemized total wili be used to
calculate the tax due.

{8) Amendad returns. A taxpayer may correct a return by filing an 'a'mendéd return, provided

that:

{a)

(b)

the amended return is filed within the applicable statute of iimitations for
assessment or refund; and

the period covered by the amended return has not been the subject of an
assessment or other administrative or judicial proceeding.

Effective: July 15, 2005
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THE CITY OF SEATTLE o , e ; o
i, ‘ e ' DIRECTOR’S RULE ERRE L
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuLE 5-006
DIRECTOR’'S CERTIFICATION
) 5 | Kenneth .Jj. Nakalsu, Director of the Department of Executive Administration of the City of
i Seattle, do hereby certify under penalty of parjury cf law, that the within and foregoing is a true
and correct copy as adopted by the City of Seattle, Department of Executive Admiinistration.
B DATED this /5~ 79 day of July, 2005.
|
CITY OF SEATTLE, i
aWashington municipality Joes
Kenneth .). Nakatu, Director G
Depaitment of Executive Administration B g
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STATE OF WASHINGTON = KING COUNTY

--88.

1183390 . ‘No.
CITY OF SEATTLE:Reverue &

Affidavit of Publication

Thé uhdersigncd, on oath states that he is an authorized representative of The Daily Journal of

. Comlcme, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in

the English langnage continuonsly as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office mpzintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12 day of June, 1941, approved as a legal
-newspaper by the Superior Court of King County.
-7 Theuotice in the exact form annexed, was published in regular issues of The Daily
Journal of Commerce, which was regularly distributed to its subscribers during the below stated period.
The anrexed notice, a ) ' i '

" CT:RULE MAK!NG HEARING
was published on

3/21/2005 . v : A
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State of Washmgton, King County

- City of Seattle

NOTICE OF PBOPOSED BULE
MAKING HEARING AND -
OPPORTUNITY TO COMMENT _

the
Chapters- B.02 and 5.55, proposes to adopt
newprulec for implemsnting the Seat

" Busipess_and Occupation Tax' Ofdinance

(Seattle. Municipal Code. Clupur 5.45).
Please note that altho ese rules are
applicable 10 EMC 5.45, t! mdlvlrlunl rujes
may also apply to other. clupten City'’s
Tax Gode including, ‘but .not hmlted to,
EMC (Deﬁmnonn). SMC 5.32 (Revenue
Code .. BMC 5:40 (Admlum:u Tax), 8MC
65.48 (Busin.as Tax :- Utilities) and SMC 6.52
(Gambling Tax). The following rules are pro-
posed for adoption and will become eﬁ‘n:hve
asof April 20, 2005 - .

. Seaitie Rule 5 ODE
 Filing 4nd Pnyment )

Serttle Ru]e

Seattle Rule 5-031 - Mnunmnf'hx -

Reulhn and Whohule

Servme and other buiuuu activities .

. Seattle Rule 5- -036 - Freighx nd
Dehvery Chnrge- ¢

{ Seattle Riilé B- I.'MO
Mluu.huet

Sule of Wn n‘idn. counties, cities;*

- achool dif h-mdmunmpnl sul

price -
venued pru:u induﬂm; sales tax

mzn

%,

™,

The Dued:m nt‘ annee. acting under"
of B Muni Code

Seattla Rule 5- 133 -- Warranties and
maintenance l(memenu X

* Geatiie Riile 5.702 = Coin op lted
-vending machines; amuumem devmu
and service machines
“~.: Seattle Rule 5-404 -- Snlen of mull

- Sexttle Rule 5-405 - Reatmnnln, cock-
" ‘tail bars. and lmul.lr J .

Sume Rule Motor carriers i
- Trucking ..

‘Seattie Riile 5588 - Salel of mnou-
- metal bullion and monstized bt

realestate, license 0 use resl estate
- Beattle Rule 5.551 :: Bilen of real prop-
- erty, ding:ti inerals, 1]

. etud:n:  oF|
nhnu. ‘and private u&nd puu

.; Beattle Rule 5- 700
. Recreati
<. Bervi

Seattle Rule 5-720 -- Houll, hi
-+ ‘boarding houses, ‘roomin
exorts, trai

‘B ‘C HEAR!NG AND COMMENT'
D Executive Administra:

willbé held in a hoe 011 the ¢
X Seattle .Mummpll Tower. Buiite
located at 700 5th Avente. Allinterest.
ed persona sre invited to present dats, vi
oF -r.umeau. with nnrd to the p;
rule- orally at the bgumg, or, in \vni.uu at
ﬂu hurint =

Written | m.mmmu bould be
dchvmd ! : mnled or

Daplrtment of Execntive Admlnil-
trutlon. Attn.: Mel MeDonald,
, Révenue and Consumer

Page 2 of affidavit

Aﬂ'ﬂn, 708 Bth Avenue—Suite 4250,

Seattle, Wllhlngwn OSIN-IAM.

Thgpublm in; uupectco ea of the pro-
pozed rules at ul Revenue :l Comenlx,ner
Affaizs offices, 700 5th sznuz. Buite 4200

If you would like a.copy of the
plelu call (205) 684 -8300, lrm) 684- -
, email 'rea] hlmlx@m.mme wa.us,

or aubmit a to the
sbove, - . i
Dlted March 21 2005
DWIGHT D DIv ELY -
Director, Department of Fuumne

Date of publication in the Senme Daily

Joiurnal of Cominerce, Mafch 21,
Mli mbo}_ i

Seatile Rule 5.530. Sale or unhl of
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Seattle Rule 5-007  Penalties. : .

L)

()

THE CITY OF SEATTLE
DIRECTOR’S RULE o

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE =
RuLE 5-007 [T

—
6
.v\’

Penalties. (SMC 5.55.110) Penaities may apply as a resuit of the failure to tlmely file tﬁé
tax return and/or pay the tax or fee, follow written instructions from the Department, or ';_:0
when a citation or criminal complaint has been issued, or for tax evasion. More than one
penalty may apply and some penalties may be cumulative.

Nonassessable and assessable penalties. Nonassessable penalties are penalties that
the faw imposes automatically when the facts giving rise to them occur. There is no right to
contest the imposition of a nonassessable penalty. By contrast, assessable penalties must
be assessed by the Department within the statute of limitations for assessments and

- taxpayers have the right to contest the asspssmem in the same manner as any other

assessment.
Nonassessable penalties.

(a) Failure to file tax returns or pay the amount shown as due on a return. (SMC
5.55.110 (A)) If a tax return is not filed v the date it is due (including
extensions), or, if the tax shown as due ., a re” Irn is not received by the date
the return is due, a penalty equal to 5% oi the *ax due for the reporting period will
automatically be imposed. If the return is not filed, or if the tax due is not
remitted on or before the last day of the month following the duc date, the penalty
will be 15% of the tax due. If the return or the tax due remains delinquent on the
last day of the second month following the due date, the penalty will be 25% of
the tax due. No penalty so added herein shall be less than $a 00 (Minimum
$5.00 penalty.) :

(b) Tax deficizancy assessment — automatic penalty. (SMC 5.55.110 (B)) If a tax
deficiency is assessed by the Department, a penalty equal to 5% of the
assessment will automatically be imposed. No penalty so added shall be less
than $5.00. (Minimum $5.00 penaity.)

(c) Failure to pay the amount of tax assessed by the Department. (SMC 5.55.110
(B)) If payment of additional taxes pursuant to a deficiency assessment is not
received by the due date specified in the notice, or any extension thereof, a
penalty equal to 15% of the tax assessment wili be automatically imposed If
payment cf additional taxes pursuant {o a deficiency assessment is not received
by the 30" day following the due ¢ te specified in the notice, or any extension
thereof, a penalty equal to 25% of the tax assessment will be automatically
imposed. No penalty assessed lterein shall be less than $5. 00 (Minimum $5.00
penaity.)

(d) Citation or criminal cornplaint. (SMC 5.55.110 (C)) If the Director issues a
criminal citation or complaint against a taxpayer, the taxpayer is automatically
liable for a penalty equal to the greater of 10% of the amount due or $10.00.

(e) £ngaging in business without a license. (SMC 5.55.110 (D)) If a person is found
to have engaged in any business activity that is taxable under Title 5 of the
Seattle Municipal Code without first obtaining a .. asiness license, an automatic
penalty will be imposed. The penalty will be equ=l to 5% of the amount of tax
due on business activities conducted while unlicensed. This penalty will not be
imposed if the person obtains a license prior to being notified by the Department
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(5)
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{a)

(b)

r

it

. e

THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENT MG oA : TLE BUSINESS TAX ORDINANCE
RULE 5-007

of the need to be li. =nsc* and pays all taxes owed within 30 days from the date
of license applicatic., .. .

(4) Assessable penalties.

Failure to follow written instructions. (SMC 5.55.110 (E) and (F))

(i) If the Department gives a taxpayer written instructions telling the
taxpayer how it must report and pay tax, and the taxpayer does not
ioilow those instructions, the Director will assess a penaity equal i0-10%

_ of the additional tax resuiting from the failure to follow the instructions.

(i) . The Department may issue instructions as part of an audit, assessment,
determination, or closing agreement. All written instructions will be
clearly designated as such and issued pursuant to SMC 5.55.110 (E).

(iii) The Director will not assess such penalty for failure to follow written
instructions if the taxpayer shows that it made & good faith effort to .
comply with the instructions.

Tax Evasion. (SMC 5.55.110 (F)) If all or any part of a tax deficiency resuits
from an intent by the taxpayer to evade the tax payable, the Director will assess
a penalty equal to 50% of the additional tax found to be due.

Accumulation of penalties.

{a)

(b)

Failure to foilow written instructions; intent to evade tax. (SMC 5.55.110 (H))
The Director shall assess the penalty for tax evasion-where there is a
determination of both failure to follow written insiructions and evasion. The
Director shall not impose both the evasion penalty and the penaity for
disregarding specific written instructions on the same tax found io be due.

Ali other penalties cumulative. (SMG 5.55.110 (G)) Nonassessable penalties
imposed pursuant to section (3) of this rule can each be imposed on the same
fax fourd to be due. This section does not prohibit or restrict the application of -
other penailties authorized by law.

Examples.

(@)

(b)

A taxpayer files its quarterly tax return two weeks after tne date it is due. The
_amount of tax due for the quarter after application of any prepayment credits on
the taxpayer’s account is $1000. The taxpayer paid $800 with the return. The
penalty for late filing/payment is $50 (5% of $1000), and is deducted from the
$800 payment, resulting in a tax deficiency of $250. The penaity for the tax

deficiency is $12.50 (5% of $250). Interest is also assessed on the $250
deficiency in accordance with the rate in effect pursuant to SMC 5.55.090.

A taxpayer files its quarterly tax return six months after the date it is due. The
amount of tax due for the quarter after application of any prepayment credits on
the taxpayer’s account is $1000. The taxpayer paid $800 with the return. The
penalty for late filing/payment is $250 (25% of $1000), and is deducted from the
$800 payment, along with applicable interest as provided in SMC 5.55.090. The
penalty for the remaining tax deficiency is 5% of the amount outstanding after
penalty and interest above have been applied.
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(c)

(d)

Effective: July 15, 2005

THE CITY GF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-607

A taxpayer intended to evade tax when it did not report as required by written -

- instructions. It owes an additional $1000 tax. The Department will assess $500

(50% of $1000) as a penalty for tax evasion, and will not assess the penalty for.:

. failure to follow written instructions. Interest will accrue on the $1000 tax - -

deficiency in accordance with the rate and other provisions contained in SMC
5.55.090. T

A taxpayer owes $1000 tax. $500 tax is the result of the taxpayer’s
misclassification of revenue in disregard of written instructions, and $500 tax is
the result of the taxpayer intention to evade tax by not reporting revenue. The
Department will assess $500 for tax evasion (50% of $10600), and will not assess
the penalty for failure to foliow written instructions. Interest will accrue on the
$1000 tax deficiency.in-accordance with the rate and other provisions contained
in SMC-5.55.090. o :

3.

L OL3NAS!

St LN

'LNNNOOQ FHL 40 ALMVND 3H

e
L
g
-G
k-
1
z
=
2
3
.
%
:
m
k.
E
&
0
¥
g
x
3
>
-
B
5
=
. Q
m




" THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-007

DIR:CTOR S CERT:FICAT!ON

] Kenneth J. Nakatsu, Director of the Department of Executive Administration of the City of
Seattle, do hereby certify under penaity of perjury of law, that the within and foregoing is a true
and correct copy as adopted by the City of Seattle, Departrent of Executive Administration.

DATED this /fﬁ_ day of July, 2005.
CITY OF SEATTLE,
‘ a Washington municipality
| At 205
- By < B

Kenneth J. Nakafsu, Director
Department of Executive Administration
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STATE OF WASHINGTON - KING COUNTY

--88.

183390 ' ' " Ne.
CITY OF SEATTLE:Revenue &
' Affidavit of Publication

i The undersigned, on oath states that he is an authorized representative of The Daily Jovrmal of
Commerce, a daily newspaper, which newspaper is a legal newsps.per of general circulation and it is now
and has been for more than six months prior to the date of publication hzreinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12" day of June, 1941, approved as a legal
newspaper.by the Superior Court of King County.

The notice in the exact form anuexed, was published in regular issues of The Daily
Journal of Commerce, whici was regularly distributed to its subscribers during the below stated period.
‘The annexed notice, a

CT:RULE MAKING HEARING

was published on

3/21/2005
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State of Washmgton, King County
Clty of Seattle

NOTXCE OF PROPOEBD BULB
MAKING HEARING AND
DPPOB‘I’UNITY TO COMMENT

The Director of P'nnm. ancting undez
the autbority of Seattle Mumupll Codc
Chapters 8.02 and 5.55, proposes t&

. pew rulea for lmphmenu f.he Bu
Busineas and Gecupa Osdinance
(Seattls, Mum"ipll (.cde, clnpw.- B.4E):
Please pote tns: zlthough these rules are
applizable 10 SMC 545, the individus] rules
nyy also lnﬂytbotherdmptul of the City’s
Tex Code, insluding, but not limited to,
S C 5.30 (Deﬁmhons\ £ 5.32 (Rovenue

-8MC 5.40 (Admission. Tax}, SMC
5. 4B usiness Trx :- Uuhua)m\ SMC6.52
(Gn;:lbhzg Tnx) The fnlloviing ruj=+are pro-

on eng will become offective
mf April 30{";005 .
. Seatile Rule 5 DDS - 'l‘nx Re!nru: -
*~ Filing and Plyment R N

[P

Seattle Rule 5-607 - Penalties ’

Beattle Rule 5031 -- Measure of Tex --
Retailers dnd Whakuhu

*. Beattle Rule §-052 hleuureo"hx
- Service and other buniness aciivitica.
. Beattle Rule 6-03
" Delivery Chnis
¢ Beattle Rillé 5.040 - Carpo uona.
Muu:!;_uegh triteis .

. Beattle Riile & 063 2 Enga iin
_ Business .
Bedttie Hifle Z-J.'B:i - Re unse  gocds,
allowances. cush d

‘Feattle Rulé €100 Exu-u!mg natneal,
- Keubiie _ .

‘Scattle Rale 5-121 -, th toanﬂ by t.beA
Gtutz l:’t.;Wnbxngum, oounhel. [ -

117 Rule 6:130 -- Selling prics
Adve:tmed pncu u-c.udma saled tex

men

Page 2 of affidavit

< or, _.nling-timber,

T

Seattle Bule 5-133
int

Senttle Riile. 5-102 - Coin ogeraled
ing machines; amuumm devu:sl
And service machines :

. Seattle Rule 5-404 - Sllu nfmuls

. Seattle Rule 5-405 -- Remuranu. cocks
uxl hu. hvcnu and similar bumm»

Senme Rule 5-4 . Motor urnen -
Trucking ..

Beattle Rule aSale ol mmns
mehlbul! ien..  netised by

e 5-530 - Bale or rentil ef
license to use red} emate

b5 . g8 -531 42 Sales of real prop.

'y miners ruzunl

%uu.k R.u!e 5-600' Ednu.houl insti-
na, ackool districts, nud:m otpm-
lluon.. and private achools

: Beattle Rule 5-700 .- Amuunem.,
Recraat and Ph) ical }ltnau

. Beattle Eule 6720 - . Hoteli; i fhotele,
- nondmg houses;: ‘Fodmin, hblllel.
lummuump: trailey.¢a

‘'ower, Suite

4088, located af 700 Sth Av:nur_ A1l interest-
od paracae are invited to p presentdeta, views,
ot arguments, mh regard to the p.

rules, orally at hearj orin vmu at
before the o o8

the hunug
Wm;gn cummmu lhnuld 'be mn!ed or

&ln-ere

Depntnmnt of Bxeeutive Adminll-

tration, Attn.: Mel McDonsld,
Director, Rovenite snd Consuraer
Au'h.(n, 7C0 8th Avenue -- Bulte 4350,
Beattls, Wi Mnm $B104-5020.

“The publi mag ins, o] of the pro-
rules af u,{ Reﬁu: m .nn.ufner

Alhu- oﬂieu '100 Gth Av—ue, Buite 4200

If you

g]eule call (205) Sﬁ’y 300 l’“& (206) 534

70, emnil ‘realbi l.:sanmewa us,

or
Al

bove. -

submit a vntten req the address

- Dated: March 21, zoos n
DWIGHTD DIVELY :
Director, Deplﬂmem. of annee

. Date nfc;::,bheauon in the Selttle Dnly

of merce, M

' mg 82390)
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THE CITY OF SEATTLE e

DIRECTOR’S RULE o~ = o

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE e T

RULE 5-031 — v

L _ﬂ —

. N oo Al

Seattie Rule 5-031 Measure of Tax — Retailers and Wholesalers o = ol
- [ .

(1) Measure of the Tax. The measure of the tax is the gross proceads of sale. Whether or pot th;y
have an office or place of business within the City, persons who are classified as retail or°.
wholesale selters shall include in the Seattle tax base gress proceeds from all sales generaied or
made possible in whole, or in part, by their Seattle business activities.

{2) Assignment of Gross proceeds of sales to Seattle. This section instructs taxpayers whose
’ gross proceeds of sales will be assigned to the City as taxable. Cnce the amount subject to tax
in Seattle is determined according to this section then the credit or deductions contained in

sections 3, 4, 5 and 7 below may be calculated, if applicable.

(a

b)

(c)

Office or place of business in Seattie. A perscn who has an office or place of business in
Seattle, and not elsewhere, muist include in the measure of the tax ali gross proceeds
from sales made possible in wheie or in part by business activities rendered by,
gensrated from, or altributable to the office or place of business located within the City. If
a person has no office or place of business except in Seaitle, all of the person’s sales are
presumed to have been made possible in whole or in part by business activities

2¢ *armed at the taxpayer's Seattle office or place of business.

No office or place of business i Seattle. A person engaging in business activities in the
City who does not have an office or place of business in Seaitle must include in the
measure of the tax the gross proceeds of all sales attributable, in whole or in part, 1o
business activities performed in th= City. Such parson may be required to include gross
proceeds of sales in the Seattle ‘ax base whether or not the product sold was delivered
into Seatlle, depending on the facts of the case, provided the product sold is delivered

within Washington.

Office or place of business both inside and cutside of Se=ille. A person who maintains
an office or place of business in Seattle and also elsewhe:

(i) shall be taxable on that portion of their aross proceeds of sales that is derived
from business activity rendered by, generated from, or attributable to the office or
place of business located within the City; and

(ii) shall sllocate to the City and be taxable on the gross proceeds of sales from
business activities performed in the City, but supperted by the office or place of
business located outside tha City, where the business aciivity performed in the
City is a significant factor in making or hoiding the market for the goods soid; and

(A) detivery and acceptance of the product occurs in Seatile; or
(3) the customer is located in Seatile.
Allocations under the subsection (c) shall be made in accordance with and in fult

compliance with the provisions of the interstate comrmerce clause of the United States
Constitution for those goods in interstete commerce.

3) Deduction for Interstate Retailare and Wholesalers.

G

Producls received outside the State of Washington. There may be deducted from the
maasure of tax amounts derived from the saie of tangible personal property that is
delivered to, and accepted by, the purchaser or its agent outside the State of
Washington. The deduction is available even in cases where the shipment is arranged
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DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE

RuULE 5-031

through a for-hire carrier or freight consclidator or freight forwarder acting on behalf of the
selfer. Itis also available whether the shipment is arranged on a "freight prepaid” or a
“freight collect” basis. The shipment may be made by the seller’s own transportation
equipment or by a carrier for-hire. For purposes of this section, the signature of a for-hire
carrier, freight consolidator, or freight forwarder does not constitute receipt and
-acceptance when receiving the products for shipment unless the carrier, consolidator, or
forwarder is acting as the purchaser's agent and has express written authority from the
purchaser concerning the right of inspection to accept or reject the praducts before
shipment of the goods. .

(b)  Products received inside the State of Washington. Gross receipts from sales that are
made possible in whole or in part by a person’s Seattle business activities may not be
deducted from the tax base if the products sold are received by the purchaser or its agent
in the State of Washington. Gross receipts may not be deducted even though the
purchaser or its agent intends to, and thereafter does, transport or send the product
outside Washington for use or resale, or for use in conducting interstate or foreign
commerce.

(c) Substantiation Reguired. A person claiming the interstate deduction must retain in its
records documentary proof that the purchaser received the products outside the State of
Washington. : :

(i Delivery to or by for-hire cairiers, freight consolidators, or freight forwarders.
: When products are delivered to or by a for-hire carrier, freight consolidator, or
freight forwarder, acceptable proof will be: e

{A) The contract or agreemérit of saie, if any, showing where acceptance wil
take place; and T

(B) A waybill, bill of lading or other contract of carriage showing that the
seller has delivered the goods to the for-hire carrier for transport to the

purchaser or the purchaser's agent outside Washington. The contract of o

carriage must show the seiler as the consignor (or other designation
used to indicate the person shipping the product) and the purchaser or

its agent as the consignee (or other designation of the person to whom -~

the product is being sent).
- (i) Delivery by Seller. When products are delivered using the seiler's own transportation
equipment, acceptable proof will be a trip-sheet signed by the individua! delivering
the product and showing all of the following:
(A) The seller's name and address;
(B} The purchaser's name and address;
(C) The place of delivery, if different from purchaser’s address;

D) The time of delivery to the purchaser; and

(E) The signature of the purchaser or its agent acknowledging receipt of the
product at & location outside the State of Washington.
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-031

Deduction for taxes paid to other cities that impose an eligible gross receipts tax. A
person who has engaged in business activities within and paid an eligible gross receints tax to
another jurisdiction within Washington, on gross proceeds of sales in which the product is
delivered to such other jurisdiction, may deduct from the measure of Seattle’s tax those amounts
included in the measure of the tax paid to the other jurisdiction.

Deduction to preserve constitutionality of tax. SMC 5.45.100 (Q) provides that if inclusion of
gross proceeds of sales in the measure of the tax would violate the Constitution of the State of
Washington or the Constitution of the United States, there may be deducted from the measure of
the tax amounts derived from business which the City is prohibited from taxing. Persons claiming
entitlement to such deduction under circumstances not otherwise addressed by SMC 5.45.075,
SMC 5.4£.080 or SMC 5.45.100, shall obtain permission from the Director before claiming the
deduction. ",

No Multiple Deductions fé!' the Same Gross Proceeds of Sales. An amount subject to more
than one of the deductions contained in this rule or in SMC 5.45 may only be deducted once from
the gross proceeds of sales.

Tax Credits for Retailers and Wholesalers. Multiple Activities Tax Credit. Persons classified

as retailers or wholesalers may be eligible for a muiltiple activities tax credit to the extent that

they have paid an eligible extracting, manufacturing, printing, or publishing gross receipts tax to

another jurisdiction measured by the same gross receipts included in the Seattle tax base. Refer

to SMC 5.45.070 to determine eligibiiity for the credit. S Rt
Definitions.

(8) The term "agent” means a person authorized to inspect and either accept or reject the
goods. : :

(b) The term “eligible gross receipts tax” is defined at SMC 5.30.030.

(c) The term “gross proceeds of sale” is defined at SMC 5.30.035.

(d) The terms “office” and “place of business” are defined at SMC 5.30.040.

{e) The term “product” is defined at SMC 5.30.040.

() - The term “sale” is defined at SMC 5.30.060.

(g) The term “received” means that the purchaser, or an agent having the authority to reject
or accept the product, has taken physical possession of the product, or has exercised
dominion and control over the product inconsistent with the seller’s continued dominion
over if.

(h) The terms “retail sale” and “sale at retail” are defined at SMC 5.30.060.

()  The terms “wholesale sale” and “sale at wholesale” are defined at SMC 5.30.060.

Effective: July 15, 2005
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THE CITY OF SEATTLE .
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAXV ORDINANCE
RuLE 5-031

DIRECTOR'S CERTIFICATION

| Kennem J. Nakatsu, Director of the Department of Executive Administration of the City of Seattle, do
hereby certify under penalty of perjury of law, that the within and foregoing is a true and correct copy as
adopted by the City of Seattle, Department of Executive Administration.

DATED this /575 day of July, 2005. : £

M IONG -

CITY OF SEATTLE,
-a Washington municipality

N Sl 204

Kenneth J. NakafSu, Director
Depariment of Executive Administration:
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183390
“CITY OF SEATTLE:Revenue &

STATE OF WASH[NGTON ~KING COUNTY

~-§8.

No.

Affidavit of Publication

~The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circuiation and it is now _

" and has been for more than six months prior to the date of publication hereinafter referred to, published in

the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12" day of June, 1941, approved as a legal

newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Daily

" Journal of Commerce, which was regularly dis:ributed to its subscribers during the below stated period.

‘The annexed notice, a
‘CT:RULE MAKING HEARING
was published on '

3/21/2005
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Notary jpyblic for the State of Washington, V
residing in Seattle ‘
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State of Washington, King County
_City of Seattle

NOTICE OF P!OPOSED BULE
MAKING HEARING AND -
OPPORTUNITY TG COMMENT

The Director of an.ee u:un; undar
the authority of Seattle Mumupll Code
Chsapters B. 02 and 5.55, proposes to adopt
new rules for unp!emennn; the Seattle

"“Buasipess and Occupation 'l‘n Ordinance
%Senme Municipal Code; Chapter.. 5.45).
lease note that lﬂxouﬂth 2 rules are
spplicable to. SMC 5.46, the individusl rules
may also npp!y to other chapiers of the City's
g:cs Detints )‘ﬁ(@?x’zﬁumw
30 tions), us
B]b;l)e 5 40 (Adnuuuuu 'l'n). SMC
545 usineas Tax :. dbuu ml“ 5.62
Gambli 'hx 'l'hef wing ne
})o:ed fnrn‘ldopt)mn snd mll become eﬂectlve
asof April 30, 2005: -

. Seaitle Rile §-006 -1
‘Filing And P-yment

Boattle Buk B- -007 -- Penaltica

Seattle Rule 5 -031 - Measure of TAx .
R.eullen and Whelesalers*

" Besttle Rule 5-032 - Measnre &f Tas -
. Service and other buriness acti iza .

; Besttle Rule 5-035 -
", Delivery Chnrgu

¢ Beattle nule B5-040 Corponnona.
 Massachuxet!

X Beturnl --

. Beattle Rule £
Bunme

* Beitile Hiile 5-084 - Relusnsd goods,

nllowlnnn. nlhdmh
“eattle Rule 5100
pmducu -
Sennle Rie 5411
- industrinluse . :
Senmellule 6:127-- S.lutoudbytb{
State of Washington, connties, cities;

achool districts; and municipal subdivi-

t]e Hule 5:130 :- Selling price
Advaﬂued pnce: un:ludm. aaies tax

m!ﬂ

Page 2-of affidavit

Sentlexule 5-138 -- Wnrnnnu and

" Beaitle 7 Rule 5-'702 s Coin oparated
-vending machines; amulemem devmel
and service machines .
3 Sennle Rule 5-404 - Sllel of mea]l

. Beattle RuléB-405 -. Restaurasis + cock-
tail bara, ta arnnn lumlnbunnen-

m

5é n\i 5. 536 ““Bale or re

mlemu license to une reil axtate -

" Beattle Rulp 6:53
erty, ding-ti

and nlumu:

. %enme Bulé 5-600 - Edum onal i mm-
- .tutions, achool districts, student Organi-
lnuma. and private u-.hmh .

.: Bedttle .Rule 5-700 .- Aﬁmument.
; Recrelho d P.h eal Fitnan

. Snule Rule 5 20 - Houh, moteh
: - boarding houses, roomin hovgen,
: mer camps, traile

] EABING AND CD\&MENT-
The D tiaent’ utive Administra-
tidh ha's ach+diiled & public hedring on the
prupé-ea rule changes for 1,30 p.m. to 3: 100
on Mondey, Apri 4, 2005. The he
unnbe held inar u&ra;ee.romn.mthsln
flour of the SutugMuum pa). Tower, Suite
4096, located at 700 5th Avu:ur_ Al mtuan
S perchs e iavited o preent o Soposed
or arguments, wil arg to 1 ae
rules, oraliy at the her:'nna, orm w!}mns at
beinu the bearing:

Wrnuen cmnm u bnu]d be
der ren ‘l mnled or

Deputment of Eaacntlva Adnunll—

. tration, Attn.: Mel McDonaid,
Director, Revente and Coneumer
Affairs, 700 5th Avenue — Suite 4263,
. Seattle, Wuhlngum 98104-5020.

“The public may ins, Capies of the pro-
pozed rules at thg Revepe:‘u: :lnd Cnnnumarp
ﬁ_ifnn osx;m:oo Eth Avenuz Suite 4200.

you wo acopy riles,
please call (206) 684 8800 ;A{?ﬂ) 684. -
5170, emnil ‘rea bu.lmtzﬂm_uuﬂle.wn ‘ua,
or submit a wrmen nquut to the addreca
above. . SR

Dlied erch 21 2005

DWIGHTD DIVELY

Director, Depurf.ment of annce
Date nf publxcltmn in the Geattle Daily
oiirnal o . March 21, 20
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Seattle Rule 5-032
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IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
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RULE 5-032 S
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Measure of Tax — Service and Other Business Activities. -

Measure of the Tax. The measure of the tax is gross income of the business. Persons who arcé)
classified as engaging in service and other business activities, pursuant to SMC 5.45.050 {G), must

" include in the Seattle tax base all gross income made possible in whole or in part by the person’s

Seattle business activities. A person may have Seattle gross income whether or not it has an office
or place of business in the City. '

Assignment of gross income to Seattle. This seciion instructs taxpayers which part of the yross
income of the business will be assigned to the City of Seattle as taxable. Once the am” ... subject
to tax in Seattle is determined according to this section, then the credit or deductions contained in
sections 3, 4 and 5 below may be calculated, if applicable.

(a)

(b)

(©

Office or place of business in Seattle. A person who has an office or r.lace of business in
Seattle ard not elsewhere must include in the measure of the tax all cioss income of the
business made possibie in whoie or in part by business activities rendered Ly, generated
from, or atfributable to the office or place 5f Suziness located within the City. if a person
has no office or other place of business excep! in Seattiz, &ll of ine persoN’s gross
income is presumed to have haen ma2e possible in whole or in part by business

MVUITIIT 10 pPivouniiow

- activities performed at the taxpayer’s Seaitle office or place of business.

No office or place of business in Seattle. A person engaging in business activities in the
City who does not have an office or piace of business in Seattle must include in the

measure of the tax the gross income of the business attributable, in whole or in part, to
business activities performed in the City. - -

Office or place of business both inside and outside of Seattle. A person who maintains
an office or place of business in Seatile and also elsewhere: '

()] shall be taxable on that portion of their gross income of the business that is
derived from business activity rendered by, generated from, or attributable to the
office or place of business located within the City; and

(ii) shall allocate to the City and be taxable on the gross income of the business from
business activities performed in the City but supported by the office or place of
susiness located outside the City, where the business activity performed in the
City is a significant factor in making or holding the market for the goods sold, and
the service was performed/rendered to customers in Seattle.

Assignment of gross income to an office or place of business when subsection 2(c)
applies. If the Director determines that the assignment of gross income from Lusiness activities
is not fair, as determined by the methods prescribed by subsection 2, the Director shall determine
such gross income by choosing either of the following methods:

(a)

(b)

a fair and equitable formula agreed upcn by the Director and the taxpayer after
consideration of the facts; or

the ratio that the cost of doing business withir: the City of Seatile bears to the cost of
doing business both inside and outside the City of Seattle. For these apportionment
purposes, all costs of doing business must be assigned to an office or place of business

(See Section 5 below).
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THE CITY OF SEATTLE et
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-032

- Deduction for taxes paid to other cities that impose an eligible gross receipts tax. When

the assignment of gross income contained in subsections 2(a) and 2(c) apply, and the other local
jurisdiction with taxing nexus over a particular transaction imposes an eligible gross receipis tax,
then the following deductions apply: .

A person who engages in business activities both inside the City and outside the City, and
maintains an office within, and who has paid an eligible gross receipts tax on gross income
received for a service performed in the other local tax jurisdiction, may deduct from the measure
of tax amounts included in the meastire of the tax paid to the other jurisdiction. This deduction is
applicable whether or not the service was provided inside Washington or outside Washington.

NOTE: Essentially, when two or more cities with eligible gross receipts taxes have nexus over
the same “service” transactions, the revenue is assigned first to the city where the service is )
performed. If there is no tax paid in the city where the service is performed, then the revenue
reverts back to the service provider's office location. ~

Assignment of gross income from royalties. A person who generates “royalty” income from
the granting of the right to use intangible property shall assign such royalty income to the local
jurisdiction where its headquarters is Iscated.

" Apportioning the gross income of the businecs using the cost ratio approach (see

subsection 3(b) above).

Cost Apportionment formuia. In cases where a cost ratio apportionment is applied, a taxpayer
shall report to the City that proportion of gress revenue which the cost of doing business within
the City bears to the Iotal cost of doing business both inside and outside the City. For
apportionment purposes all cests must be assigned to an office or place of business. Costs
incurred for financing, advertising, and taxes, shall not be included in the apportionment
calculation. The following costs shail be included, as well as other costs particularly applicable to
a taxpayer’s business: ’

(a) Payroll and salary costs of all employees and officers. These costs must be assigned to
the office where the employee is domiciled. If the employee is not assigned or reporting
regularly to an office (i.e. Traveling salesman) then the salary is assigned to the office
which controls the employee; T

(b) Office rent or depreciation expense;

(c) Office maintenance, equipment expense ana repair;

(d) Office supplies and materials expense and other general administrative expenses;

(e} Automobile and travel expenses associated with office personnel (assigned to the office
where the employee is domiciled);

(f) Data processing and other computer system related costs; and
(9) Utility expense; and
(h) . Subcontractor expense. Subcontractor costs are assigned to the office out of which the

subcontractor is controlled. This cost might have to be apportioned between offices if
more than one office controls the project and subcontractor.
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THE CITY OF SEATTLE
DIRECTOR’S RULE

1M PLEMENTING,SEATTL_E BUSINESS TAX ORDINANCE
S RULE 5-032

No other apportionment formula authorized. Apportionment methods other than the
above may not be used unless the taxpayer has entered into a written agreement with
the Director allowing the alternative method.

Cost apportionment method exclusive of deductions. . If the cost apportionment method is
used to calculate the gross income of the business as described in subsection 5 above, no
deduction - shall be allowed for business and occupation taxes paid to another jurisdiction in
calculating the - gross income of the business. h

Deduction to preserve constitutionality of tax. SMC 5.45.100 (Q) provides that in computing
tax, there may be deducted from the measure of the tax amounts derived from business which
the City is prohibited from taxing under the Constitution of the State of Washington or the
Constitution of the United States. ) .

Definitions.
(a) The term “domicile” means a person’s true, fixed, and permanent office and place of
work, and shall be the piace where the person intends to remain, and to which the person
_-expects to return when the person leaves without intending to establish a new domiciie
elsewhere. :

(b) The term “eligible gross receipts tax” is defined at SMC 5.30.030.

) - The term “gross income of the business” is defined at SMC 5.30.035.

“{d) The term “headquarters” means the ptace from which the company manages its overall .

~operations.

(e)  The terms “office” and “place of business” are defined at SMC 5.30.040.

“ Effective: July 15, 2005
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THE CITY OF SEATTLE

2

DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE

RULE 5-032

~ DIRECTOR'S CERTIFICATION

I Kenneth J. Nakatsu, Director of the Department of Executive Administration of the City of Seattle, do
hereby certify under penalty of perjury of law, that the within and foregoing is a true and correct copy as
adopted by the City of Seattle, Department of Executive Administration. :

DATED this /5 ﬂ day of July, 2005.

By:

CITY OF SEATTLE;
-a Washington municipality

e

Kenneth J. Nakétsu, Director
Department of Executive Administration
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STATE OF WASHINGTON - KING COUNTY

--88. )

183390 - No.
CITY OF SEATTLE:Revenue &
Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of

Commeice, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, ~nd it is now
and dusing all of said time was printed in an office maintained at the aforesaid place of publication of this

_ newspaper. The Daily Journal of Commerce was on the 12® day of June, 1941, approved as a legal
newspaper by the Superior Court of King County. '

The notice in the exact form annexed, was published in regular issues of The Daily

7 Jouma'l‘ of Commerce, which was regularly distributed to its subscribers during the below stated period.

o

S g

The annexed notice, a

CT-RULE MAKING HEARING
was published on e
3/21/2005 |
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State of Washington, King County

. "2
Clty 0f Seattle Selttlexnle 5-1338 -- ernnhes and E
2 o . ennce_ urum -
!\O‘HGBOE ;ﬁﬁggﬁgm : o Selnle Rule 5 702 - Cmn opauted h C
OPPORTUNITY TO COMM E-H'Iun:i m’”‘i’d wervice machines g by "
Tt~ Direetor of Finance, acting er . P :
she authority of Seattle Municipal Code - Seatle Rule 6-404 - Bales ofmesls SR
Chapters 5.02 and 5.56, proposes 1 adop! Seatile Rule 5-405 -- Bennuumllmck e
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e T Chaptos ety R i -
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DIRECTOR’S RULE Z; e
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE o — 'i“‘i"
RULE 5-035 N e ST
~ LN ]
. < A
Seattle Rule 5-035 Freight and delivery charges. rn D
-3 - ——d

(1)

(2

3

@

-~ THE CITY OF SEATTL? - o

\

introduction. This rule explains that freight and delivery costs charged to the buyer are~ 2 -

generally part of the selling price. Sections 82.04.070 and 82.04.080 RCW, in defining "grosg.”
proceeds of sales” and "gross income of the business," states that delivery costs may not be
deducted from the measure <f th ; business jicens: tax.

Amounts received by a s=iier from a purchaser for freight and delivery costs incurred by the
seller prior to completion of sale constitute recovery of costs of doing business and must be
included in the selling price or gross proceeds of sales reported by the seller regardless of
whether charges for such costs are billed separately or wheiher the seller is also the carrier. The
sale is complete when the purchaser or the purchaser's agent has received the goods.

(a "Purchasers agent” means a person authorized to receive goods for the purchaser with
the power to inspect and accept or reject them.

(b) "Received” or "receipt’ means the purchaser or its agent first either taking physical
‘possession of the goods or having dominion and contro! over them. it means the
purchaser or its agent has examined the goods and has accepted them.

(c) It is presumed that the person who is shown as the corisignor (or cther designation of the
person from whom the goods are sent) on the bill of iading has contro! over the goods
while the goods are in the hands of the carrier. It also will be presumed that the sale is
not complete at the time of delivery to the carrier if the seller has personal liability to pay
or has paid the carrier. :

Freinnt and delivery costs incurred by a lessor, regardiess of whether billed separately to a
lessee or not, are costs of doing business to the lessor in every case and must be ircludad in
the selling price or gross proceeds of sales repoited by the lessor.

Delivery costs incurred after the buyer has taken receipt of the goods are not part of the
selling price when the seller is not liable to pay or has not paid the carrier. it must be clearly
shown that the buver alone is ssponsible to pay the carrier for the delivery costs to be excluded
from the taxable value of thz seliing price.

Examples. The following examples identify a number of facts and then siate a conclusion.
These examples should be used only as a general guide. The tax status of each situation must
be determined after a review of all of the facts and circumstances.

{a) XYZ Corporation in Spokane orders a repair part for its machine from ABC I':=i-hutors
located in Seattle. XYZ Corporation requests that the part be shipped by n=- - = , air and
agrees to pay the additional shipping costs. The seller bills the buyer the exc.. . atnount
of shipping costs. ABC Distributors is subject tc the business license tax on the amounts
billed as shipping charges. The seller was liable to pay the air carrier and the buyer had
not taken receipt at the time the part was given to the carrier.

(b) Jane Doe orders a life vest from Marine Sales in Seattle and she requests that the vest
be shipped by United States mail to her home in Bellingham. The seller places the
correct postage on the package using a postage meter and charges the buyer the exact
amount of postage. The charge for the postage is taxable to the seller. The seller had
liability for payment of the postage to the postal service and was required to affect
delivery to the buyer.

-1-
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THE CITY OF SEATTLE +t i
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE :
RuLE 5-035
{c) L&M Machinery of Spokane ordered a large piece of equipment from ACE Equipment in - o

Seattle. 1.&M specified that the equipment was to be shipped by prepaid freight and free
on board (FOB) the seller's dock. L&M requested that the seller use M&T Trucking as
the carrier. The transportation charge bilied to the buyer is taxable to the seller. The
FOB point or other shipping terms are not controlling. The seller was required to deliver
the equipment to the buyer. Delivery was not cornpleted until the equipment arrived in
Spokane.

(d) Jones Computer Supply, a distributor located in Seattle, selis computer products primarily
: by mail order. # is the practice of Jones Computer Supply to make a three-dollar
handling charge for each order. No separate charge is made for the transportation. The
handling charge is part of the measure of the selling price of the product and fully subject
to the wholesaling or retailing business license tax. :

g 0y e

Effective: July 15, 2005
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENT]NG SEATTLE BUSINESS TAX ORDINANCE
RULE 5-035

DIRECTOR'S CERTIFICATION

| Kenreth J. Nakatsu, Director of the Department of Executive Administration of the City of Seattle, do
hereby certify under penalty of perjury of law, that the within and foregoing is a true and correct copy as
adopted by the City of Seattle, Department of Executive Administration. .

DATED this /572 day of July, 2005.

CITY OF SEATTLE,
a Washington municipality

/4

Kenneth J. Nakatsu, Director
Department of Executive Administration




STATE OF WASHINGTON - KING COUNTY

--88.

- 183390 No.

CITY OF SEATTLE:Revenue &
R , Affidavit of Publication

 The undersigned, on oath states that he is an authorized representative of The Daily Journal of

Commerce, a daily newspaper, which newspaper is a Iegal newspaper of general circulation and it is now
and has “=n for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now

T and during all of said time was printed in an office maintained at the aforesaid place of publication of this
rewspaper. The Daily Journal of Commerce was on the 12 day of June, 1941, approved as a legal
newspaper by the Superior Court of King County.

: " The notice in the exact form annexed, was published in regular issues of The Daily
Journal of Commerce, which was regularly distributed to its subscribers during the below stated period.

'I‘hg,anngxed notice, a
" CTRULE MAKING HEARING
' was 'bublished on

3/21/2005
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State of Washmgton, King County

Clty of Seattle

NOTICE OE' PROPOSED BULB
MAKING RING AND-
OPPOBTUNITYTO OOMHENT ]
The Director of Finance, acting undar

the nu'.hongz Dsﬂ S;Ast;le Mumapg Codt
Chapters B.02 a a
newprulel lmp!emen‘;:o”'&.e Bunfe
" “Bisiness lnd QOccupation Tax Ofdinanse-
(Seattle, Municipai Code; lupur..ﬁls).
Please note that nlthnuie h these rulés are
applicable to SMC 5.45, t
may aleo npply to oiher chaptere of the City's
Tax Code,

irdividual rules
‘but not limited to,

including,
SMC 5.30 (Deﬁniuolu SMC 5.32 (Ravenue
Code), BMC 5.40 (A issions Tax), BMC
5.48 (Business Tax -- Utilities) and SMC 5.62
(Gnmbhng Tax). The followiLg rules are pro-

adoption and will become effective

ed
rof April 80, 2005

.. Beattle Bnle 5-006 -~ Tlx Returnl .
" "Filing and Pnymﬁ

Seatile Rule 5- -007 Pensltisa

Seattle Rule 6-031 -- Heuure of T-x -
Mlbn and Wholesalers

Seatle Rule 5-032 -~ Measure ot Tnx -
rvice and other business activities .

. Seattlé Rule §- 038
DehveryChnuu ;

; Senttle Rille 5-040
R MWQ"'W ta

Senttle’ Ruie &:

- industrinluse: D
~'Sestile Rule 5:127 - Sales! lolndb y the
- State of Washington, cfnmllel. :mel.
- schoo] districts; an:

men

:. tailba

. -Recrestio
-. Bervi

Page 2 of affidavit

Seattle Rule 5- 133
maintenance agn
" Seattle Rile 5-702 - t‘mn opznted
vendmg mechines; nmuaemm{ devmu
and service machinea .

-~ Warranties nnd

. Seattle Rule 5-404 -~ Sslrs of mnlu

. Seattle Eule B- 405 - Buuunnu, mcL
q imilar businesg-

of

- realzetats, license touaeml estate
E::mg Rule 6:531 :- Salea of real prop-

" “Beattie Rile 52600 Edudati :
.tutions, schoal districta, nudem. omm-
nhnn:, and private uhooh

- Beattle Rule §.700. ;- Amuument,
d P.hy cel Fltneu

.- Seattle Rule 5720 -- Hotel motell.
I

: boarding houses, ‘rodming ho
-resorts, summer cumpd, trajler.

8] HEABING AND' (!OMM’EN'I'~
Executivé Administra-

ngey for 1:00 p.m.to 3:00
nday, April 4, 2005, The neari
din @ room on the 40t]
' Seattle Munitipa) Tower, Stite
A at 700 5th Aveuu:. All interest-

ed pereons are invitéd to present data, views,
or arguments, with regard to the pi sed
rules, orally at the h-.ann;, erin wn gat

or before l.he

Wnnm commeau ltnu]d 'be mnleﬂ or
de).lvere -

Deputment of Bxecntlva Adminh—
. tration, Attn.: #e]l McDonald,
Director, Re-enue and Conlumer
12, 700 5th Avenue - Suite 4250
i Senue. thlngum DBIN—BDIO.

you would liXe s.copy '3
please call (206) oK aaoo ﬁﬁvos) 684.-
5170, email rcmbuhct:ﬁu.mtﬂgn us,
o‘r’:ubmn [} wzm.en uquut to,me addreas
abvove, i -

Dated: Mmm 2005,
DWIGHT D. mvnm'r
Director, )Jepanmenuf mnm

Date of publication i in the Seattle Daily
aurml

21, 2005
F21(183300)

of Commerce, M
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THE CITY OF SEATTLE
7 DIRECTOR’S RULE : D o
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE e

RULE 5-040 = T

— - ,«l"‘

./)i N ¢ f}\“‘/,\-.\

Seattie Rule 5-040 Corporations, Massachusetts trusts. < <

(1) - Each separately organized corporation is a "person” within the meaning of the law, = w r(f‘

notwithstandingits affiliation with or relation to any-other corporation through stock ownersléjP
““-by a parent corporation or by the same group of individuals.

(2) Each corporation shall file a separate return and include therein the tax liability accruing to such
corporation. This applies to each corporation in an affiliated group, as the law makes no
provision for filing of consolidated returns by affiliated corporations or for the elimination of inter-
company activities from the measure of tax. i

(3) . Each uninéorpbrated associatian 6rganized under the Massachusetts Trust Act of 1959
(Chapter 23.90 RCW) is likewise taxable in the same way as are separate corporations.

- Effective: July 15, 2005

-1-
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 THE ™Y OF SEATTLE °
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuULE 5-040 .

DlRECTOR S CERT‘FICA TION

1 Kenneth J. Nakatsu, Director of the Department of Executive Administration of the City of Seattle, do
~hereby certify under pet:alty of perjury of law, that the within and foregoing is a true and correct copy as
adopted by the City of Seattle, Department of Executive Adminisiration. :

DATED this /"7 day of July, 2005

CITY OF SEATTLE,
aWashington municipality -

o St 7//4/

Kenneth J. NakatSu, Director
Department of Executive Administration
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STATE OF WASHINGTON KING COUNTY

--88.

183390 , ' No.
CITY OF SEATTLE:Revenue &
il Affidavit of Publication

. The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circula’ion and it is now
and has been for more than six months prior to the date of publication hereinafter refer,2 1 vo, published in
the English languzge continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12™ day of June, 1941, approved as a legal

newspaper by the Superior Court of King County

: ~ The notice ir ihe exact form annexed, was published in regular issues of The Daily
Joumal of Commerce, which was regula:ly distributed to its subscribers during the below stated period.

The annexed notice, a

: CT RULE MAK._ FEARING

was published-on

3/21/2005

Notary bbyblic for the State of Washington, V
residing in Seattle
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State of Washmgt(n, King County
Clty of Seattle

Sesule Bu‘e 5-133 -- Warranties and
teRRncE qnemu

NOTICE OF I’BOPOBED B'BLE

e T Bt Q1

MAKING HEARING AND" o - Sel}tle Rule §-702 Coin opnnted :
QOPPORTUNITY TO COMMENT | T amA et i ariies e e
‘The Director of anm. acting under L - gl -
the authotity of Seattle Musicipel Code Vs Reattle Jule 5-404 -- Sales of meils ) i
Chapters 8.02 and §.55, propoees to adopt ... Beattle Ruie 5.405 -- Ruuuranu, cock- ;
new rules for lmplemenn the Beuttle HEEEEST] bn' : And simila i
" Biisiness and Oecl c:n Ch‘n Ordug"n";)r les . e i
g::hmt“?h:‘ﬁlthw et lhur:rﬂcs are ) Seam_e Ruleis-ﬂl . Motor carriers I
applicable to SMC 5.45, the individual ruies Yoo Trucking.. ¥ - .

ma; :hon 1y to other chaptere of the City's
> .,p j}gdudm;, ‘but not limited to,

Tax Co - Slleu of } recmu-
EMC 5. ’éﬁmﬁmﬁou). SMC 5.32 (Revenue

ion end mone ised b

C 5.40 (Admmnm Tax). SMC <" Bel Ie 5-880%: Bale or rentll of
Fie (du-neu Tlﬁgsl jtiss) and roslestate, license to use rei} eatate
Gambling Tax). i n.llea are pro- .
goud l!cllruadopum :nd m; gelwme emectp::e ; Seattle Rule 5-5681 + Biles of real prop-
a8 of April 50, 2005: T erty. " =

. Beattle Bme S-DDB -~ 'l'nx Eeturn- -

N Seatilé Rule'
and uleumnn

' "Senue Bu]e 6-500 - Educational imm~
tutions, school dintricta, nmm orpm-
sations, and private nr.hooh

 Geatile Rule 5-022 - Measure of Tax - .. Besttle Bnle 8-700. - Amu:ment.
Service ond othsr business activities . d PJ: &l aneu

s"me Rule 5-038

Beattle Bul: 5-72

D AL QLT N 1L NSMNAAOTT “YL51 ) -

ivery rges’ g P, - Houll l:uoe:ll.
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“ Beattie Rile 5063 -* Re
nllowlnnu. ulhducounv ty

o~

o~

| ANSNNNOQ FHL 40 ALIVAD 3HL OL3AA SI 1T
'3D1LON SIHL NVHL ¥VT-. s &

C HEARING AND LDMMEN?‘

y i The De rmf Exechhv;e;\dmin.n&l-

1111 Mes-lz'l‘-ﬂnleunnnd the ) His oc & public Fing oh the
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£8104-5070.

public way uupect copies of the pro- :
poled rulel at the Revenue and Consumer 4
Affaire offices, 700 5th Averius, Suite 4200, =
If you would like & copy of the rules, b
plelle cal} {206), 654 8300, ;m (2086) 684+
6170, email ‘rcabislictx@eiseattle WAL,
ox aubmit @ %0 the

GY

Dated: March 21, 2005, 7"
DWIGHT D. DIVELY, *

Director, Dcp-rtmt of Flnnnoe
- Date of publication in the Ssattle Daijly
March 21, 2005,

of Commme. X
R(1K3300)
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~ THE CITY OF SEATTLE - .
DIRECTOR’S RULE . L= S
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE e L=
RULE 5-043 -~ m":
2 2 %o
Seattle Rule 5043  Engaging in Business o ==
ER I

(1)

@

(3

(4)

Tax imposed on engaging in business. Seattle Municipal Code Chapter 5.45 imposes—
an excise tax upon the privilege of “engaging in business activiiies” within Seattle. The™
tax is measured by the value of products, gross proceeds of sales, or gross income
derived in whole or in part from such business activities. The amount of tax is
determined by multiplying the measure of the tax by the applicable rate. The measure
&nd the rate that apply to a business .activity is determined by the tax classification of the
activity.

Definitions.

(a) ‘vhe term “engaging in business activity” means commencing, conducting, or
continuing in business, and also the exercise of corporate or franchise powers,
as well as liquidating a business when the liquidators thereof hold themselves out
to the public as conducting such business. : .

{b) The terms “office” and “place of business” are defined in SMC 5.30.040.

Business activities on which tax is imposed. The definition of engaging in business
is broad and extends to all activities performed with the object .of gain, beneﬂt or
advantage with which Seattie has nexus. )

(a) - Gain, benefit or advantage. A person is engaged in business if it performs
activities with the object of gain, benefit, or advantage to the person. The gain,
benefit or advantage may be indirect. The activity need not actually result in any
gain, benefit, or advantage, as iong as any of those were its object.

(b) Nexus. A person has created nexus with Seattle if, whether itself or through
others acting cn its behalf, it: :

] is physicaliy present in the City; or
(it) endeavors to maintain a share of the market within the City; or
(iii) avaiis itseif of the economic benefits of the City.

Once a person has established nexus, 2 person is presumed to continue in business in
Seattle as long as the person continues to generate gross proceeds of sales, gross
income, or value resulting from the original nexus generating activity.

(c) No physical presence required. A persen may be engaged in business activities
in Seattle whether or not it has an office, other place of business, or any other
physical location in the City. A person is engaged in business actlivities in Seattle
if it seeks to maintain a share of the market in the City or otherwise avails itself of
the economic benefits of the Seattle market by directing its aclivities at that
market.

Examples of engaging in business activities. The activities listed in this section are
illustrative only and are not intended tc narrow the definitior: of “engaging in business”
above. The City expressly intends that engaging in business include any activity sufficient
to establish rexus for purposes of applying the tax under the law and the constitutions of
the United States and the State of Washingtcn. Without being all incusive, any one of the
following activities conducted within the City by a person, or it5 employee, agent,

-1-

“INTWNOOQ FHL 40 ALIIVAD IHL OL 3N S1 11

FOILON SIHL NYHL ¥VI1D5 SS37 S Ivald SIHL NI INJWNOOA IHL i -

‘BOILON



THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-043

" represeritative, independent contracior, broker or another acting on its behalf constitutes
engaging in business and requires a person to register and obtain a business license:

(@)

s

(c)
(d)

(@)

()
(@

(h)
(@

0

(k)

UR

(m)

(n)
(0

- Owning, renting, leasing, maintaining, or having the right- to use, or usmg,

tangible personal property, intangible personal property, or real property
permanently or temporarily located in the City;

- Owning, renting, leasing, using, or maintaining, an office, place of business, or

other establishment in the City;,
Soliciting sales;

Making repairs or providing maintenance or service to real or tangible personal
property, including warranty work and property maintenance;

Providing technical assistance or service, including quality control, product
inspections, warranty work, or similar services on or in connection with tangible

. personal property sold by the person or on its behalf;

Installing, constructing, or supervising installation or construction of, real or
tangible personal property; .

Soliciting, negotiating, or approving franchise, license, or other similar
agreements;

Collecting current or delinquent accounts;

Ficking up and transporting tangible personal property, solid waste, construction
debris, or excavated materials;

Providing disinfecting and pest control services, employment and labor pool
services, home nursing care, janitorial services, appraising, landscape
architectural services, security system services, surveying, and real estate
services including the listing of homes and managin,; real property;

Rendering professional services such as those provided by accountants,

architects, attorneys, auctioneers, consultants, engineers, professional athletes,
barbers, baseball clubs and other sports organizations, chemists, consultants,

. psycholagists, court reporters, dentists, doctors, detectives, laboratory operatars,

teachers, veterinarians;

Meeting with customers or potential customers, even when no sales or orders
are solicited at the meetings;

Training or recruiting agents, representatives, independent contractors,

brokers or others domiciled or operating on a job in the City, acting on its behalf,

or for customers or potential customers;

Investigating, resolving, or ctherwise assisting in resolving customer complaints;

In-store stocking or manipulating products or goods, sold to and owned by a
customer, regardiess of where sale and delivery of the goods took place;

2
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THE CITY OF SEATTLE,
- DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-043

P . Delivering goods in vehicles owned, rentad, leased, used, or maintained by the :
person who sold the goods or another acting on its behalf; and

(q) Accepting or executing a contract with the City, irrespective of whether the goods or
services are delivered within or without the City, or whether the person’s office or
place of business is within or without the City.

(5) Safe harbor for persons engaging in certain business activities. SMC 5.30.030
allows a person to engage in certain business activities in Seattle without being
required to obtain a business license or pay tax.

(a) Activities al'.~sd withevt business license or tax payment. A person
" may perfor: : une or mor:: « e following business activities without

licensing and paying tax to Seaule, provided that it engages in no other
business activitiss in or with the City. If, in addition io the activities in this
subsection (5)(a), a person performs one or more of the business
activities listed in subsection (4), or another business activity, the person
must register and pay tax.

(i) Meeting with suppliers of goods and services as a customer.

(if) Meeting with government representatives in their official :
capacity, other than those performing contraciina or purchasing i
functions. T

(iii) Attending meetings, such as board meetings, retreats, seminars,
and conferences, or other meetings wherein the perscn does not ;
provide training in connection with tangible personal property R I
sold by the person or on its behalf. 1

(iv) Renting tangible or intangible property as a customer when the
property is not used in the City.

LN3WNO0Q 3HL 40 ALMVND 3HL OL 3Na ST 11

OILON SIHL NVHL ¥Y31D.SSIT StIWVHL SIHL NI ININAIOT It 4t -

(v) ©  Attending, but not participating in, a “trade show.” Parsons
participating at a trade show shall review the City's trade show
ordinance, SMC Chapter 6.20. n

(vi) Conducting advertising through the mail.
(vii) Soliciting sales by phone from a location outside the City.

(b) Delivery by common carrier. A seller located outside the City merely delivering
goods into the City by means of common carrier is not required to register and
obtain a business license provided that it engages in no other business activities
in or with the City. If, in addition to delivering goods by common carrier, a seller
performs one or more of the business activities listed in subsection (4), or
another business activity, the person must register and pay tax.

:
H
i
]
H

! Effective: July 15, 2005
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THE CITY OF SEATTLE . ;
DIRECTOR’S PULE P
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE :
RuLE 5-043 o

DIRECTOR'S CERTIFICATION

| Kenneth J. Nakatsu, Director of the Department of Executive Administration of the City of
Seattle, do hereby certify under penalty of perjury of law, that the within and foregoing is a true
and correct copy as adopted by the City of Seattle, Depariment of Executive Administration.

_DATED this /574 _day of July, 2005.

CITY OF SEATTLE,
a Washington municipality

By: /%Z/ %’f’
Kenneth J. Nakafsu, Director :
Department of Executive Administration
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STATE OF WASHINGTON KING COUNTY

-=88.

183330 _ No.
‘CITY OF SEATTLE:Revenue &
Affidavit of Publication

The underslgned on oath states that he is an authorized representative of The Daily Joumal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this

- newspaper. The Daily Journal of Commerce was on the 12" day of June, 1941, approved as a legal

newspaper by the Supenor Court of King County.

The notice in the exact form annexed was published in regular issues of The Daily
Journal of Commerce, which was regularly distributed to its subscnbers during the below stated period.

: The annexed notice, a

CT: RULE MAKING HEARING
was pubhshed on '

3/21/2005

“g.tll;lilq”

a \EERA, o
\“Q.,‘ ﬂé‘s"'"b\_‘?@
& Q&"‘ iy 293

A

e

*3.

_:«’L
. LY ‘\\'1'
T

3
>
pe)

Y

foe-]

L d

5t
@
%

fusd

n

2
4 it J
Noorpeeenst”
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" Biisiness_and Oy

- City nf 'Seattle

NOTICE OF P!OPOSED BULB
MAXING REARING

G H AND -
OPPORTUNITY TO COMMENT .

‘The Director of Finauce, acting umler‘
the authority of Seattle Mu.mupnl Code
Chapters 8.02 and 5.55, proposes 15 adopt
new rules for |mplementig¢ the’ Beat

Beattle, Municipal Code; Chlpter b.46). ’
g’le:nehnou '.!u{’aultbouil; thewe rules are
applicadle ‘0. SMC 5.45, individual riles

Gambling Tax). The following rules are pro-
gue hngdn.;t)lon and wllllge‘mme effective
anof April 30, 2005:

. Beaitle Rule 5:006 - ‘Tn keturnl -
*Fil mlgmlhymen

lndw

! Beattle Rule 5-032 = Meuure_
Ser«ice and ou:u businesa acti

*Beatilé Rule ommen:lll or

- industrinluse

Seattle Rule 5:127 ... Snlu unndhytbe'
State of W bm[:on, countien, cities,™
- &ehool d munizipal sul

2 ¢ Kule 5:130 -- Selling pric
Adv:ﬂu:d pncel un:lm'hn' ufu tax

w

State of Washington, King County

Page 2 of affidavit

Senmelnl 5-138 =. Wn nties and
maintenanci :

-ve
&nd service machines e

BN Sennle Rule 6-404 -- Snlu of mealu

T BenuleEukS 405 .. Ruuu:nntl. mck;
[ tail bln verns anﬂ lumllr huumu

: S::dtltle Rule 5 702 = Cum opented

" Beatge Rnle &- 431 . Motor carriers =
- Trucking ..

Seattle Bule 523 - Snle- uf runoun
: me'_._albull' 63 monetised b
R Sennle Euls §.530%- Sale or nn{ll af
real estate, licenze to use resl estate

'Se-tt.le Rule 5531 +; Salos of real prop-
z ,mnenh n.nur:l

Educational mm
. ricts, nuﬂemarpm-

nuonl, and private oc!md.l N
: Bedttle ] iRule & goo .

Seattle Bule 5-720 -- Hote| oeell.
- - ‘boarding houaes;: ronmmfe;muul.

Aml\'G ANU COMI\IENI‘-
Ezecutive Adininistra-
publie hes¥ing on the
Mnnd;ym‘a lilwzl o8 The‘a"w
p.m., oo i
willbé heldina ea&aug:m ‘the 40!
floor of the Beattle Municipal Tower, Suite
4086, located st 700 SlhAvmuaAllmtarut
edpenm.mmnedtopu.emdlm views,
or sarguments, with regerd to the proposed
zulel, orally st the heari ,or in writing at
(.hz bunn(. N
Wnttcn mmu shnuld be m‘ ed or
delivered
Depnlment nfExecnuve Admi 1
. tratfon, Attn.: Me] McDonald,
Dlnctor. Bﬁvanna and Conlnmar
Affairs, 700 5th Avenue — Suite 42560
. Beattle, Wuhlnlﬁm 98104-5020.

“The pubhn mny m.pecl copies of the pro-
pored ruler ot the Revenus and Consumer
Affairs offices, 700 Sth Avenua. Suite 4200
I you would Jike a.

please call (206 534 azoo !PAfoz'os 684 -
e {206) (206)

6170, email ‘rea| t:ﬂc seattle, wa.vs,
or »ubmit a s quest to the .
ebove. ) e

D-udh-mhzn 2005. o
. DWIGHTD DIVELY

Director, Departmanl of anm:e

Date of pu.bl.lcnhon in the Seattle Daily
Joum.nl of G ommerce, March 21, 2005,
&'!l 183380)

e
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Seattle Rule 5-063

()
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE =
RULE 5-063 —

Returned goods, allowances, cash discounts

~ -
Contract of sale subject to cancellation or revision. When a contract of sale is (1) sa%ect‘,tb L
cancellation at the option of one of the parties, (2) subject to revision in the event the goods s
are defective, or (3) subject to cash or trade discounts, the gross praceeds of sales shal! be
determined by the transaction as finally completed.

T2 )~\¢\'3

B

Returned goods. When the purchaser returns goods purchased and the entire selling price is
refunded or credited to the purchaser, the sefler may deduct an amount equal to the original
selling price from the seller’s gross praceeds of sales used in computing that period’s tax liability.
If the goods purchased are not returned within the guaranty period as established by contract or
by customs of the trade, or if the full selling price is not refunded or credited to the purchaser, it
shall be determined that the goods returned represent an exchange or a repurchase by the
vendor.

To illustrate: S sells an article for $60.00 and credits his sales account therewith. The
purchaser returns the article purchased within the guaranty period and the full amount of the
purchase price is refunded or credited to the purchaser. S may deduct $60.00 from the gross
amount reported on his tax return covering the period of the returned merchandise.

If the amount of returned goods in a particular reporting period exceeds the gross income for
such period, the excess of the amount of the returned goods deducted during such period may be
deducted from the gross income of subsequent tax reporting period(s).

Defective goods. When bona fide refunds, credits or allowances are given within the guaranty
period by a seller to a purchaser because of defects in the goods sold, the amount of such
refunds, credits or allowances, exclusive of sales tax refunded or credited, may be deducted by
the seller in computing tax liability.

To illustrate: S sells an article to B for $60.00 and credits his sales account therewith. The
article is later found to be defective.

(a) S gives B credit of $50.00 on account of the defect, and also a credit of sales tax
collectible on that amount. S may deduct $50.00 from the gross amcunt reported in his
tax returns. This is true whether or not B retains the defective article.

(b) B returns the article to S who gives B an allowance of $50.00 on a second article of the
same kind which B purchases for an additional payment of $10.00, plus sales tax on the
$10. S may deduct $50.00 from the gross amount reported in his tax returns. The sale
of the second article, however, must be reportec for tax purposes as a $60.00 sale and
included in the gross amount in his tax return. '

(c) B returns the article to S who replaces it with a new article of the same kind free of
charge, and without sales tax. S may deduct $60.00 from the gross ameunt reported in
his tax returns, but the $60.00 selling price of the substituted article must be reported in
the gross amount.

No deduction is allowed from the gross amount reported for tax if S in (b) and (c) of this
subsection, does not credit his sales account with the selling price of the new article
furnished to replace the defective one, but instead merely credits the sales account with
an amount equal to the additional payment received, if any. In'such case, the allowance
for the defect is already shown in the sales account by the reduced sales price of the new
article.
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuLE 5-063 ,

Discounts. f the original selling price of a service or good reported or: a previous tax return

includes the amount of bona fide discounts which are subsequently taken by the buyer, the

- amount of such discount may be deducted frorn gross proceeds of sales in the subsequent

period. (SMC 5.45.100 (K)).

(a) Discount deductions will only be allowed under the extracting or manufactunng
classifications when the selling price determines the amount subject to tax. When the value
-of products under the.extracting or manufacturing classification is determined by costs or
- some other non-sales method, no discount deduction is allowed. .

: (b) . ‘i Patronage dwudends which are granted in the form of discounts in the sellmg price of

specific articles (for example a rebate of one cent per gallon on purchases of gasoiine)
--are deductible.-

" Effective: -July 15, 2005
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“ _THE CITY OF SEATTLE -
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
C RULE5-063 : =

DIRECTOR'S CERTIFICATION

{ Kenneth J. Nakatsu, Director of the Department of Executive Administration of the City of Seattle, do
hereby certify under penalty of perjury of law, that the within and foregoing is a true and correct copy as
adopted by-the City of Seattle, Department of Executive Administration. '

DATED this /S 73 day of July, 2005.

CITY OF SEATTLE,
a Washington municipality

o St ONE

Kenneth J. Nakefsu, Director
Department of Executive Adm.’nistration
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. ,'Cdmmerce, a daily newspaper, which newspaper is a iegal i

* and during all of said time was printed in an offi

‘ Jouméﬂ of Commerce, which was regularly distributed to its subsc!

R8T Lt
. f”""luﬁimﬁ*"

'STATE OF WASHINGTON - KING COUNTY

--8§.
183390 : No.
CITY OF SEATTLE:Revenue & :
Affidavit of Publication
The und&signed, on oath states that he is an authorized representative of The Daily Journal of

ewspaper of general circulation and it is now

and has been for more than six months prior to the date of publication hereinafter referred to, published in

the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
ce maintained at the aforesaid place of publication of this

newspaper. The Daily Journal of Commerce was on the 12 day of June, 1941, approved as a legal

- newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Daily
ribers during the below stated period.

The annexed notice, a

'CT:RULE MAKING HEARING

- was published on

-3/21/2005
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Notary pyblic for the State of Washington, V ]
residing in Seattle
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State of Washmgton, King County
Clty of Seattle

NOTICE OF PHOPOSED RULE
MAEING BEARING AND -
OPPORTUNITY TO COMMENT |

‘The Director of Finance, acting under
the authority of Seattle Municipal Code
CblpunBORnndSEE proposes to ado
new rulesd for unplemexm the Beattle

“Business and Occupation Tax Ordinsnce:
%Sen“le Mumupnl Code, Chlp'.er 545)
lease nuie that a lhnuL
applicable to. SMC 5.45, mdlvldunl mlel
may also apply to other-chapters of the City's
x Cods, inaludi: bnt .not limited to,

jssions Tax), SMC
5.48 (Business Tax -~ Dtilities) and SMC 6.52

. (Gamb]lng Tax), The following rulea are pro-
posed for adoption and will become eﬁ‘ectlve
o3 of April 30, 2005: -

" Filing and Pl_
Sell',le Rul: [

“ Beatile Rule 5-032 - Measure of Tax --
E Semu and other business lcuvmes

. Selule Rllle 5 048

_ Business .
* Beatile Rifie 5:058 - ‘R:;urne mth
allowances, h discounts A
Se..n}( Rule 100 - Eu.ruuu natural -
T protus te
* Beattle Rule
" industzialuse - S
“Bentile Rule 5:127 - Bnlu uund bytber
Stats ofVlu!unglnn. eoun(u-. eme-, -
- school and

tle Rule 5:130 elling price --
Advarhnd pncu including sales tax

e
- e Ru)s 57121 T Trade.
. spﬂu. téﬂell' fAX meagures ..

= Beattle Rme_E 18 If_eilgd,aepn;t-
ments LR

Page 2 of affidavit

Sean‘l: Eule 5-133 -» er_nnuel and

Eelme Rule 5-102 £ Gmn opcn!ed

) nnd service machines P
. Beattle Rule 5-404 -- _Sl]el of mull

. Beatitle Bu.les 405 .- Remunnu, ‘cock-
tailba nvenu nnd luml.lr busineas-
[T

Seattle Rule 8- 4!1 - Motor mrnen L
Trucking

l ec IOIII
lon

- S-Ie or renial of
- realestate, lweuemuleruluut

Seattle Rule 5-531 - Jiles of real prop-
- s erty.mndmx mber, mmerlll nnunl

Rule - B nnlnm
hmonl. acheol d.m.ncu. student orpm-
uunm, snd private oehmh T

Snt le Rule 5-700.
nd P,

Bntﬂe Rule 5-720 - Hotel

ut:ll.
- -boarding houses, " ‘ro0min,
re ¢

houces,

utdoor, Advartu-
uu ndadvenmn( d plny ,rvmn

ubhc hur' s on the
1:00 p.m.tn 2:00

ﬁ H 2005. Th
\vlllbehdd o

floos of the SelttleMumc l 'l‘owe , S
4096, located at 700 5th Avle'::-uz. All l.;m:“f
edpa umen.::,lwil.h m!d;m}?e‘m led'
or arg re| t TOnO!
zule:f.::nlly At'the hur':ng orin nvl;mng at

Written m h hnuid
dcljvered mn be muleﬂ or

Depuhnant of Bxecntive Ad.mlnh-
. tratfon, Attn.: Me! McDonald,
Dlractm-. Révenue and Consurer
Affairs, 700 5th Avenue - Suite 4250,
Seattle, Wilhlnm 88104-5020.

“The publie » mny uupect copies of the pro-
posed rules at the Revenus and Con.'mgur
Affaira cffices, 700 6th Avcnuz. Suite 42’10
Jf you would like & copy of the
plel;e call (206) 6648 8200, PAY (zos; 684--
5170, email ru.buh.‘hﬁ:x_mule WRIUP.
or lubmlt a w—men !equut to the address
abave.

DWIGHT D. DIVELY

Director, Depln.ment of Finance,
Dlh of pusblicstion in the Beattle Dnly
of Ctmmeree, March 2], 2

21 (1HRAP0)
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THE CITY OF SEATTLE =

@z e
DIRECTGR’S RULE , e Q‘/
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE S A
RULE 5-100 ~ © {T?O

Seattie Rule 5-100 Extracting natural preducts. S oD [
¥ Y \

1)

(2

-

Introduction. This rule explains the application of the business license tax to persons extractinﬁo
natural products. Persons extracting natural products often use the same extracted products in a
manufacturing process. This rule provides guidance for determining when an extracting activity
ends and the manufacturing activity begins.

Definition. The term "extractor” means every person who, from the person's own land or from

- the land of another under a right or license granted by lease or contract, either directly or by

contracting with others for the necessary labor or mechanical services, for sale or for comunercial
or industrial use mines, quarries, takes or produces coal, oil, natural gas, ore, stone, sand, gravel,
clay, mineral, or other natural resource product. The term includes a person who fells, cuts, or
takes timber, Christmas trees other than plantatien Christmas trees, or other natural products. It
also includes any person wio takes fish, shellfish, or other sea or inland water foods or products.

(a) Persons excluded from the definition of "extractor.” The term "extractor” does rot
include:

(i) Persons performing under contract the necessary labor or mechanical services
for others (these persons are extractors for hire, see subseciin (4) below); or

(i) Persons who cultivate products (farmers), or raise fish, entirely within confined
rearing ar:5 on the person’s own land, or on land in which the person has a
present right of possession.

" (b)  When an extractor is aiso-a manufacturer. An extractor may subsequently take an

extracted product and use it as a raw material in a manufacturing process. The following
examples explain when an extracting process ends and a manufacturing process begins

- for various situations. These examples should be used only as a general guide. A
determination of when extracting ends and manufacturing begins for other situations can
be made only after a review of all of the facts and circumstances. '

C(i) Mining and quarrying. Mining and quarrying operations are extracting activities,
' and generally include the screening, sorting, and piling of rock, sand, stone,
gravel, or ore. For example, an operation that extracts rock, then screens, sorts,
and with no further processing places the rock into piles for sale, is an extracting
operation.

(A) The crushing and/or blending of rock, sand, stone, grave!, or ore are
manufacturing activities. These are manufacturing activities whether or
not the materials were previously screened or sortad.

(B) Screening, sorting, piling, or washing of the material, when the activity
takes place in conjunction with crushing or biending at the site where the
materials are taken or produced, is considered a part of the
manufacturing operation if it takes place after the first screen. If there is
no separate first screen, only those activities subsequent to the materials
being deposited into the screen are considered a part of the
manufacturing operation.

(i) Commercial fishing. Commercial fishing operations, including the taking of any
- fish in Seattle waters (within the statutory limits of the City of Seattle)
and the taking of shellfish or other sea or inland water foods or products, are
extracting activities. These activities often include the removal of meat from the

A1-
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THE CITY OF SEATTLE
DIRECTOK’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-100

shell and *he icing of fish or sea products.

{A) A person growing, raising, or producing a product of aquaculture as
defined in RCW 15.85.020 on the person's own land or on land in which
the person has a present right of possession is not an extractor, but a
farmer.

(B) - Cleaning (removal of the head, fins, or viscera), filleting, and/or steaking
. fish are manufacturing activities.. The cooking of fish or seafood is also a

- manufacturing activity

(C) The removal of mea: Ir¢in thie shell or the-icing of fish or sea products,
when the acti -ty is pariciined in conjunction with and at the site where
manufaciuring takes pi:ce (e.g., cooking the fish or seafood), is
considered a part of the manufacturing operation.

Tax-reporting responsibilities for income received by extractors. Exiractors are subject to
the extracting business license tax upon the vaiue of the extracted products. Extractors who sell
the products at retail or wholesale in Seattie are subject io either the retailing or wholesaling

_ business iicense tax, as the case may be. In such cases, the extractor must report under both

the "production” {extracting) and "selling” (wholesaling or retailing) classifications of the business

license tax, and claim a tax credit under the muitipie activities tax credit (MATC) pursuant to SMC

5.45.070.

For example, Corporation quarries rock without further processing. Corporation selis and delivers -

the rock to Landscaper, who is located in Seattle. Landscaper provides Corporation with a
resale certificate. Corporation should report under both the extracting and wholesaling business
license tax classifications, and claim a MATC. Had Corporation delivered the quarried rock to an
out-of-state location, Corporation would have incurred only an extracting business license tax
liability.

(a) When extractors use their products in a manufacturing process. Persons who
exiract products, use these extracted products in a manufacturing process, and then sell
the products all within Seattie are subject to both "production” taxes (extracting and
manufacturing) and the "selling" tax (wholesaling or retailing), and may claim the
appropriate credits under the MATC. :

For example, Company quarries rock (an extracting activity), crushes and biends the rock
{a manufacturing activity), and sells the resulting product at retail. The taxable value of
the extracted rock is $50,000 (the amount subject to the extracting business license tax).
The taxable value of the crushed and blended rock is $140,000 (the amount subject to
the manufacturing business license tax). The crushed and blended rock is sold for
$140,000 (the amount subject to the retailing business license tax). Assume the tax rates
for the extracting, manufacturing, and ratailing business license taxes are each .00215.
Company should compute its tax liability 2s follows:

(i) Computing the business license tax due on the combined excise tax return:

(A) Extracting Line - $50,000 subject to tax at .00215 = tax of $107.50;

B) Manufacturing Line - $140,000 subject to tax at .00215 = tax of $301;
and

(C) Retailing Line - $140,000 subject to tax at .00215 = tax of $301.

.-
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-100

(i) Completing the Multiple Activities Tax Credit Form (MATC Form):

PartII - INTERNAL CREDITS

Use Part Il if you have paid taxes to Seattle under two or more classifications on the same product.

Columni Column2 Column3 Column4a Column4b -

: Taxable Extracting -| Manufacturing | Wholesaling | Retailing
resulting in a tax credit. Amount Tax Paid Or Printing Tax Paid Tax Paid
Tax Paid

C. Manufacturing activities on
products extracted in Scattle. $50,000 107.50 107.50

D. Selling in Seattle products

extracted,
Seattle.

manufactured, or printed in

$140,000 301.00 301.00

Credit

107.50

301.50

4)

5

Total External & Internal Credits From Part I Column 4 and Part Il Column 5:
Transfer this amount to the multiple tax credit line on business tax return.

$407.50

The MATC Form helps taxpayers calculate and ciaim the muitiple activities tax credit

provided by SMC 5.45.070. In the MATC Form example above, materials that a person

extracts and then uses in a manufacturing process in Seaitie are entered at their value

when extracting ceases and manufacturing begins ($50,020 shown on the

... "Manufacturing activities on products extracted in Seatile” line of the MATC Form). The
- taxable amount reported on the "Selling in Seattle products extracted, manufactured, or

printed in Seattle” line of the MATC Form is the value of producte at the point that
manufacturing ceases {$140,000), not sxmply the value added by the manufacturing
activity.

Tax-reporting responsibilities for income received by extractors for hire. Persons

performing extracting activities for extractors are subject to the extracting for hire business license

tax upon their gross incarne from those services.

For example, a person removing ore, waste, or overburden at a mining pit for the cperator of the
mining operation is an extractor for hire. Likewise, a person drilling to locate or provide access to

a satisfactory grade of ore at the mining pit for the operator is alsc an extractor for hire. The

gross income derived from these activities is subject to the extracting for hire business license tax

classification. Extractors for hire who also haul the products over privaie or public roads are
subject to the motor carrier business license tax on that portion of their gross income properly
attributable to such hauling. (See Seattle Rule 5-481.)

Mining or mineral rights. Royalties or charges in the nature of royalties for granting another the
priviiege or right to remove minerals, rock, sand, or other natural resource product are subject to

the service and other activities business license tax. Such royalties should be assigned to the

person’s headquarters.

income derived from the sale or rental of real property, whether designatsd as royalties or
another term, is exempt from the business license tax.
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-100

{(6) Property extracted and then manufactured for commercial or industrial use. Persons

extracting and then manufacturing tangible personal property for commercial or industrial use are
subject to both the extracting and manufacturing business license tax upon the value of the
property extracted and manufactured, unless a spemf ic exempilon apphes (See also Seattle
Rule 5-112 on commercial or industrial use.) : ,

If the person also extracts materials used in the manufacturing process, the extracting business
license tax is due en the vaiue of the extracted materials and a MATC may be taken.

For example, Quarry extracts rock, crushes the rock into desired size, and then uses the crushed

rock in its parking lot. The use of the crushed rock by Quarry in its parking lot is a commercial or

industrial use. Quarry is subject to the extracting and manufacturing business ficense taxes and
- may claim a MATC

Effective: July 15, 2005
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1 ‘ o  THE CITY OF SEATTLE o
i " R : DIRECTOR’S RULE %
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE . o
RULE 5-100 : e

. DIRECTOR'S CERTIFICATION |

' "I Kenneth J. Nakatsu, Director of the Department of Executive Administration of the City of Seattle, do ' e
- hereby certify under penalty of perjury of law, that the within and foregoing is a true and correct copy as Sy
% adopted by the City of Seattle, Department of Executive Administration. I

' § " DATED this_r57/ _day of July, 2005. . w
| L
3 CITY OF SEATTLE, SR

a Washington municipality S
By: ﬁ / ‘o
Kenneth J. Nakatsu, Director -1
Department of Executive Administration o a :
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STATE OF WASHINGTON - KING COUNTY

183390 o No.
CITY OF SEATTLE:Revenue & : L
Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Commercs, a daily newspaper, which newspaper is a legal newspaper of general circulation and itis now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now

“and during ali of said time was printed in an office maintained at the aforeszaid place of publication of this

newspaper. The Daily Journal of Commerce was on the 12" day of June, 1941, approved as a legal
newspaper by the Superior Court of King County. -

: The notice in the exact form annexed, was published in regular issues of The Daily
Journal of Commerce, which was regularly distributed to its subscribers during the below stated period.

The annexed notice, a

CT:RULE MAKING HEARING

i was published on

372112005
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Clty of Seattle

NOTICE OF I’ROI;?SRD IULE
OPPORTUNITY 70 ooml;mf .
. The Director of Fimnce, ngt,in;. under
the of B Mi Code

g)s:-m: Municipal Code; Cbnyur r:¢5)

lease note that although theze rules are
spplicabic to SMC 5. 45. individual rules
may also apply to other of the City's
Tux_ Code, ndud.lng. bu! not limited to,
SMC 5. 30 uuuon- BMC 5.32 (Revenue
Gode), 40 (Admicsions Tax), EMC
548 (Bun'nnl Tax :- Utilities) and EMC 5.52
{Gambling Tax). The Idbwm. rules are pro-
powed for edoptior and will become effective
anof April 30, 2005:

. Sestile Bnle S 005 .
' 'Filingand Pnyzun!

Beatite Rule 5.007 -- Penalties

Seattle Buk 53031 - Mulure n( 'I‘n .
Retailars and Wholeanle,

" Beattle Rule 5-032 - Meuure_ 4 jru

- Bervice and other business activities -
Seattle Rule 5035 --_Freight.and’

g DehveryCharxu

Seattle Risle 5-040 - cgrpo tlonn.
Mansachusetts trists .

x Betnrn- .-

Enllllnl in

. Scnule Rule 8 043
Business :

“Beittle Mle B oaa - Retumen ooda :
low: h mou.n

State of Washlngton, ng County

SelmeME 127 - Bahl mandby!hv:
State of Washington, eounties, cmel. g
- -chwl districts, Andmunu:lpll ol

& Eenn!e Rnle 5-130 -~ Selli
Adveﬂued pnm lne.lum:u

men

Page 2 of affidavit

Seattle Rule 5-138 = Warranties and
resriénts

mamuum As —
' Seattle Pul: 5- 702 - Cnm oprreted

- verding ]
and service machines s

. smuenu.teuoo--sneufmu )

| Beatile Ruls 5-405 .- Reataurants, cock-
tail blu. nvam :na similar b\mneu-

Senme Rule 5 481 - Motnr urnen -
Trucking

' "Beattle Riilé 5 528 - Bnlel t mnoua
‘metaibillion and mcnmned bu

“Beatile Rule 5-530<: Sale or renhl of
real estate, li; to use reil estate

“ Beattle Rulé 5-58) ¢, Bales of real prop-
B my,-t:ndm. minerale, naturat

1 Bul'. 06 Eduummal mm-
{utions, schoal districta, nudemornnb
n\.mu. and pnvnex.hooh B
: Seattle Rule §-700, Amunment.
Recreation, -nd I’.nyncll Funen
rvices -

R Sennle Rule 5- 720 tels; o otell,
- - ‘bosrding houses, - roumln hnulu,
s ::;m-, summar umpl, tnl r Gd

7 -+ Ouitdoor, Advertu-
B m] lﬂver.mn‘dnpl-y services .

PUBLIC KHEARING AND COMMENT:
'l'he]?‘e{-rtmem of Exerutive Administra.
nebz ed & public hesting on the
propdeed rule changey for 1:00 p.m. to 8: 100
P, arlf‘mdw. Apnl 4, 2005, The

floor of the Seattle Municipa) Tewer, Suite

4008, located at 700 5th Avenie Al interest-

edvennlm:nvnud to present data, views,
£, with regard to the p

rules amlly ut the lnann;, onn wrmng at

or rinr

Wnum mmau u!d hc mnileﬂ or
ivered to:
Depar lment of Exec\mva Adminiv
. tration, Aitn.: Mel MecDonald,
Director, Revehue and Conlumez
Affrirs, 700 5th Avenus — Suite £259,
Seattls, Wuhlnlton 98104-5020.
“The public nly nupecl Capies of the ro.
rules at Revenue » ConnLli;er
“Jaire offices, 700 5th sznue, Buite 4200.

would like
ey:ule cail (205)‘6%04?’5300 ;A{FZOG) 684 -

J17C, emeil rea) uh.lxﬁcuumew- us,
o{nlubmn & ‘nuan :equat to '.he ‘ddnn
above.

Dated: erch 21 2005

D\WGH" D. DIVELY

Di of Fi

- Date of publxuhon in the Senltle Daily
of Cunm. March 212’3?05

“INWND0G THL 40 ALITVAD IHL OL 3na S1 L1

{1£3800)




(1)

2

3

Effective: July 15, 2005

THE CITY OF SEATTLE - S
DIRECTOR’S RULE ¢

A
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE o T e i‘_
RuLE §5-112 mom T
= 9 am
) i
Seattle Rule 5-112  Commercial or industrial use. c; n TO
A )
=0 g
Definition. The term ‘commercial or industrial use' means the foliowing uses o?‘prot‘ uctss ™
including by-products, by the extractor or manufacturer thereof: fé

(a) Any use as a consumer (SMC 5.30.025 (G))'

(b) Any use in the manufacturmg of articles, substances or commodmes (SMC 5.30.035 (H));
and

(c) Consigning, shipping or transferring extracted or manufactured products to another either
- without consideration or in the performance of contracts.

Examples. Following are examples of commercial or industrial use:

(a)  The use of lumber by the manufacturer thereof to build a shed for its own use.

(b) The use of a motor truck by the manufacturer thereof as a service truck for itself.

{(c) The use by a boat manufacturer of patterns, jigs, end dies which it has manufactured.

(d) The use by a contractor building or improving a publicly owned road of crushed rock or pit
run gravel which it has extracted.

Business license tax. Persons manufacturing or extracting tangible personal property for
commercial or industrial use are subject to tax under the classifications manufacturing or
extracting, as the case may be. The tax is measured by the value of the product manufactured or
extracted and used.

YR Nt otk N b g s b2t i g




THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE5-112

DIRECTOR'S CERTIFICATION

I Kenneth J. Nakatsu, Director of the Department of Executive Administration of the City of Seattle, do

hereby certify under penalty of perjury of law, that the within and foregoing is a true and correct copy as

adopted by the City of Seattle, Department of Executive Administration.

DATED this (575 day of duly, 2005.

CITY OF SEATTLE,
a Washington municipality

By // Z
Kenneth J. Nakafsu, Director
Department of Executive Administration
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STATE OF WASHINGTON - KING COUNTY

-~88.

183390 , "~ No.
CITY OF SEA'I'I‘LE:Re\fcnue. &
' Affidavit of Publication

"~ -'The undersigned, on oath states that he is an aunthorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daly newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this

" newspaper. The Daily Journal of Cormnerce was on the 12 day of June, 1941, approved as a legal

"“newspaper by the Superior Court of King County.

i ‘The notice in the exact form annexed, was published in regular issues of The Daily
- Journal of Commerce, which was regularly distributed to its subscribers during the below stated period.
" The annexed notice, a : : o x -

CT:RULE MAKING HEARING
“was published on

3/21/2005
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= Notary jpyblic for the State of Washington, V
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State of Washington, King County
City of Seaitle

NQ‘HCB OF PROPCSED BU
MAXING HEARING AN
GFPORTUNITY TO OOMHE T

‘The Director of Finance, acting under‘
the suthozity of Beéattle I\(umupal Code
Chaptars 8.02 and 6.55, uropesea o adopt

. new sules P‘mp!emnhﬁ the Seattle
%

(Beattle. Municipa} Code; Chapter.b.45).
Pleaxa note that mz.‘u-g h these rules are
soplicable to EMC 5.4, tke individus] yules
x4y also apply t utber chaptery of the City's
Tax Code, izeludiry, dut not limited to,
EMC 5.3C ('Deﬁnmuu)‘ ET4C 5.32 (Revente
Cade), EMC £.40 (Admissions Tax). 8MC
5.48 (Buuuu Tax .. Utilities) a5d 65.52
(Gs mbling 1'4z). Tho following ruleu lre pro-
posed for sdcption and will become =fiective
azof April 30, o )05 .

. Bazitle Rule §- oms «Tex ‘ler...
" Piling tnd Pnymen .

Beattle R-i- 3 007 -Pearities

- Sesttle Rui 6-031 - Aeuute of ;a:x -
Retsilera dnc Wholesalers™ - -

*. Benmtele Rula 8-652 -“ Menauze of fox -
Hervice sad other busineas activities .

© Beatcle Xiila 5040 Carporunon:.
Nassacaitréits trif

. Seu'.ile Rulz $.063 -- Bnngm; in
E _ ;

* Beatilc Hile 508 -- Retusned gods,
sllowancne, cash ﬂncounil

“Heai hle Fule Ei&n:uu natural.-

“Benttle Rule (5127 - Sl!es to \nd b;( ihe'
State of Waouington, :nunlin aitien,™
--#chool distriets; and rmuricipsl

7 Beittle Fule
. Advertissd pruzu mzluﬂmg aales ur

g 5:18 Y
pn_e ée‘ﬂers Yas rosmetires o
S~n£r|~ Bnle B- 1"2 Leaaed de; ari

Page 2 of affidavit

Selme.kule 5-138 .- Wurrlnnu andv

: Suttle Rule 5 702 . Com opers!ed
vendin
end sesvies machines

- Seattie Pule 5-404 -. S.ﬂen of mull

.. Beattie Rale 5-405 -- Reauurnntl. cock-
o tail hn, wvern- and aimilar busineas-

s“me ‘!ule 5 451 - Mnl.or carriers &
Trwking .. |
. ‘Beattle Ru.le 5-528 - Balen of recloul
-~ - mietal bullion a5d monetized by

T 'Seatilé Ruls 5-556 - Sale or rentll of
- res)estate, license to use resl estate

: . Beam.lel?ulas Sl i; Bile: of xell prop-

 Seattlé Rulé 5552 - Re3l e.tutebmkm
and mleumm -

" Beabile Hale 5500 .
tut'ons, achool diatricts, mﬂem nrpm-
.utmu, and private schooly .

. Senttie Rula 5-700. .- Amuumgnt,
. Recree -m, n\é P yuicnl Yituen
- Services

Beattle Rule 5~7£,0 Hotela. mote_l‘
- boarding houses,vcomin
resorts; rumenmpa. un er.

- Qutdoo: _ldvenu-
. mg,nmi ndwmnnlmplwuwleeu
o HEARING AND COM]\IENT‘
Bt of Exocutive Administea.
echedulid a public Learing on the
mp\!e&dr e changes for 1: Mpﬁ:.tolxﬂ

tle Municipal. Tor 8n,
2095 located st 700 %ﬂs Amuz. iﬁ' l:-k‘:;‘
re-invited to present views,
B ik el
ri [ ®
ox before chi h~.nrmx "7""‘ wn'.u;g -

Written’ eommmu a ’n!d te mn]ed or
delivered to: .-

bepument of Emutlve Admlnll-
. tration, Attn.: Mel McDonald,
Director, Ravenue and Connuner
Affairs, 700 Bth Avenuo —Buite 4250,
Smtle.mmhlngm $E104-5020.

“The puhhc m-y ine] copies of the pro-
posed rulea at the Revenus p’ Con.u?ner
Affaire offices; 700 5th Avem.e. Buite 4200
If you would likce a ooy A{oled
plene call (206) 584 SSDO, l?m (208) 884- .
8170, email ‘rcabislictx@ciseattle.wa.ue,
oizombm“ a writtén nqum 10 Lb: address
nopove.

Deted: Mnrch 21,
DWIGHT D. brv ELY,

Di . Depai of Fi

Date ni‘ piblication i in the Senme Daily

Jdournal of Cmmme, 21, 2005.
V2I(188300)
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N A
v THE CITY OF SEATTLE R ’
DIRECTOR’S RULE = T
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE o T
RULE 5-127 = “1’""
-l {__ﬂ
]

Seattle Rule 5-127 Sales to, and by, the State of Washington, counties, cities scho&_

and other municipai subdivisions.

1) Business license tax on sales to governmental entities. In computing the business !:a,e
tax, no deduction is allowed to a seller with respect to sales to the Federal Government, its
departments and institutions, to the State of Washington, its departments and institutions, or to
counties, cities, or other municipal corporations of the State.

{2) Enterprise activity defined. An "enterprise activity,” for the purposes of this rule, is &
government activity finenced and operated in a manner similar to private husiness enterprises. :
The term includes activities which are generally in competition with private business enterprises R
and are over fifty percent fusided by user fees, such as utility payments, park or recreatior: rentals S Ch
and fees. The term “enterprise actnwty" does not include activities which are exclusively
governmental,

Pt

‘30UON

(3) Business license tax on sales by governmental entities. The City of Seattle may not impose
the business license tax on sales made by the federal governmeni and its subdivision, or on sales
made by the State of Washington and its subdivisions, including other municipalities. However,
all City of Seattle departments, divisions, and its other municipal subdivisions engaging in
business through enterprise activities are subject to tax (SMC 5.45.110) as follows:

anasiy

1
55

BNVY SHHL Ni LINIWNOOA SHL i -

(a) Service and other business activities. Amounts derived from enterprise aclivities :
consisting of or from admission fees to special events, user fees (lockers, checkrooms), o LAl
moorace fees (less than thirty days), and the granting of a license to usa real property ' R
are reportable under the service and other business activities classification of the
business license tax and taxable upon the gross income derivad from services rendered
by them to others.

{b) Retailing. Arnounts derived from enterprise actities consisting of or from fees for
participation in amusement, recreation or phys: . ‘ tness activities (pay for play), user
fees for off-street parking and garages. and charges for the sale and rental of tangible
personal property are reportable under the retailing rldssmcatuon of the business license
tax and taxable upon the gross proceeds of sales.

*INZWRO0G THL 50 ALFIVAD SHL O

The retailing tax also appliss to charges for the s ale of b ooks, rules, regulations, and
other materials sold from an inventory of such things, even though the charge is required
by law or covers only the cosis of production and distribution.

The retailing tax does riot apply to charges for the production, searching, or copying of
public records or documents by such public agencies charged with the responsibility to
keep and provide such informatios:.

(c) Extracting or manufacturir:g. Exiracting or manufacturing activities, if conducted as an
enterprise activities are taxable upon the value of products manufactured or extracted.

FOILON STHL NYHL ¥v310 SS31SI

(4) Exemptions and exclusions.

(a) Amounts derived frorn fees or charges for activities that represent traditional government
services as opposed to the “enterprise activities” as defined above are tax exempt. Such . :
tax exempt amounts include fees for on-street metered parking and parking permits, !
instruction fees, license fees, health program fees, athletic team registration fees, and B
interagency and intergovernmental charges for services rendered.
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i THE CITY OF SEATTLE «
DIRECTOR’S RULE .
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuLES-127

{b) The busiress license tax does not apply to the value of materials printed solely for their
own use by city departments, divisions, employee . associations, other munigcipal
subdivisions, or libraries. '

(5) Contracts with the City of Seattle and organizations charter by the City. All  persons
entering into_contracts with the City of Seattle are required to obtain and maintain a current
Business License and remit business license tax before accepting any warrant as payment for
performing any contract for the City of Seattle (see SMC 5.45.060 (D)). Business license tax is
due on all contracts with the City of Seattle, subject to the annual threshold prescribed in SMC
5.55.040 (D). it is presumed that all contracts with the Citv of Seattle are executed within the
City. Tax is due whether or not the business activity, services rendered, or construction work -
takes place within or outside the City. This section applies to the City and organizations
chartered by the City. This subsection shall not apply fo individuals whose aggregate value - all
contracts with the City during a calendar year is $5,000 or less and Joes not otherwise engage in
business within the city; or whose only source of revenue consists of contract with the City of
Seattle for neighborhood planning purposes, sister city associations, or Arts Gommission grants.

Effective: July 15, 2005
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THE CITY OF SEATTLE
" DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE

RuULE5-127

DIRECTOR'S CERTIFICATION

I Kenneth J. Nakatsu, Director of the Department of Executive Administration of the City of Seattle, do
hereby certify under penalty of perjury of law, that the within and foregoing is a true and correct copy as

adopted by the City of Seattle, Department of Executive Administration.

'DATED this 573 day of July, 2005.

By:

CITY OF SEATTLE,
a Washington municipality

Kenneth J. Nakeflsu, Director
Department of Executive Administration

herviosoanasis
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STATZ OF WASHINGTOY - KING COUNTY

--85.

183390 - . No.
CITY OF SEATTLE:Revenue &
Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Jovrnai of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
- anid has been for more than six menths prior to the date of publication hereinafter referred ro, published in
the English language continuously as 2 daily newspaper in Seattle, King County, Washington. and it is now
and dusing all of said time was priuted in an office maintained at the aforescid place of publication of this’
newspaper. The Daily Joun:al of Commerce was on the 12® day of June, 1941, approved as a legal
newspaper by the Superior Court of King Couaty.

. The notice in the exact form annexed, was published in regular issues of The Daily
Journal of Commerce, which was regularly distributed to its subscribers during the below stated period.

" The annexed notice, a

CT:RULE MAKING HEARING
was published on’

312112005
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State of Washmgton, King County
City of Seattle N

NOTICE UF PBOPOSED RU_.B
MAKENG HEARING AND
OPPORTUNITY TO COMMENT _

. ,'l’h'e Dhed.or c! Finnnce, Acl.ing uﬂer

l

. %eu:r rules nt:r 6:91;:\2“[ boz But&

Biisi 'ax oe
Beatt,, Municipal Code; Chapier. 845
lease note that altho these rules gre
applirable to BMC §.45, the individual mlgl

EMCE5.30 tio)
Code N C 5.40 (Admissi Tax), SM
e SC S0 ¢ X it aca SHC .65
bli rulesare
(G-m Imul;l‘o?unn nnd wmlge'eome eﬁecﬁ?e
as nf April 30, 2| .

. Seaitie Rule 5-00' -
" Filing lni Plynen_x

- Beatile Rule 5- 038
Dehva Clnr:u

Bca!ue ﬁ\.ﬂe 5 063 .- Reuuned goodl
-Ilawllnm caah discoun i )

* Beattlé Rule 2
" industrialuse .
‘Seattle Rule §:127 Bnhl!oandbytbe

Snte of Washington, countics, cities,”

icts; and muaicipal subdiv

* ‘Sen!tle vae 8- 132 sed depart-
* ments .
Page 2 of affidavit

Seaitle Rule 5-133 Wun ntiea and
tens :

. Senule Ruile ¢ 702 ™ Cmn oper;t!d
vending mechines, Imnumeﬁt devncﬂ
and eervice machines

s Seatt.lLRuleE AM--Slleuofm

{m; Rule 5- 580 - Sn]e or un!al o!‘
real eatate, license to use res] estate

Seattle Rule 5-531 :: Sales of resl prop. -

ber mlmnl- xutnrnl

eelule Rule 5.700 -
. .Reécreatio Q Ph
-. Bervices

Amuaement.
ical aneln

. Beattle Rule 6-720 -« Houl-, Fotels,
- ‘hoarding Youses rocming houdes,
resocts, numnsrnmpt. un’u: ¢arnps,

23 % N <

parsor vited to Mm., views,
or Ar,zume‘nu with regard to the propo, sed
leu “.til;y at the bnr-n;, orin wnung at
| Written cnmmmu .hmld be mnled of
dahvm

Deputmsnt of Exacuhve Adminis-
- tration, Attn,: Me} McDonald,
Director, Rovenue and Conaumer
Affairs, 700 Bth Avenuo ~Buits 42
Geattle, Wn.lhlnm §8104-5920.

“The pubhc mly lmpeet eopxu of the ] pro-
ed pul the Revenue and Consumer
irs omm, 700 6th Avenue, Bnite 4200,

if you would like a.copy nileo,

Lszlelne eall (206) | 584 8300 !E\;?;OG) 684- -

70, >msil ‘reabixlictx@ciseattle.ws: s,
o;:ubmu a wnuen requut to t.hq Addnu
sbove, -

Dated: Man:h 21, 2
DWIGET D. DIVE »
Director, Department of Fuunoe

Date o{:&u:hcahon in the Seattle Daily
Joiurnal of merce, March: 21, 2005.

3/21(163380)
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Seattle Rule 5-130 » Selling price--Advertised prices inc!udrirrrxg sales tax ) =
(1) Selling price.

(@

(6)

E ©

THE CITY OF SEATTLE ' o
DIRECTOR’S RULE

Com

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE < =
RULE 5-130 e
[#2}

y
§

=

The term “Selling price” means the consideration, whether money, credits, rights, or Yther
property expressed in the terms of money paid or delivered by a buyer to a seller without
&any deduction on account of the cost of tangible personal property sold, the cost of
materials used, labor costs, interest, discount, delivery costs, taxes otner than sales tax
imposed by the State of Washington if the seller advertises the price as including the
sales tax or that the seller is paying the sales tax (see below), or any other expenses
whatsoever paid or accrued and without any deduction on account of losses.

Concerning the business license tax liabilities in connection with “trade-in" transactions,
see Seattle Rule 5-131.

The retail sales tax must be stated separately from the selling price on any sales invoice
or other instrument of sale, i.e., contracts, sales slips, and/or customer billing receipts.
{For an exception covering restaurant receipts of Class H liquor licensees, see Seattle
Rule 5-405.) This is required even though the seller and buyer may know and agree that
the price quoted is to include state and local taxes, including the retail sales tax. Selling
prices may be advertised as including the tax or that the seller is paying the tax and, in
such cases, the advertised price shall not be considered to be the taxable selling price as
explained in this rule, however the actual sales invoices, receipts, contracts, billing
documents, and sales journals must list the actual price of the goods, with the
retail sales tax stated as a separate charge. Failure to comply with this requirement

shall result in the retailing business license tax being computed on the total amount
charged.

(2) Advrtising prices including tax.

(@

(b)

(c}

RCW 82.08.055 provides that a seller may advertise prices as including the sales tax or
that the seller is paying the sales tax under the following conditions:

(i) Unless the advertised price is one in a list of prices, such as on a menu board,
the words "tax included" are stated immediately following the advertised price in
print size at least half as large as the advertised price print size;

(ii) If there is a list of advertised prices, the words "tax included in all prices™ are
placed conspicuously at the head of the list in the same print size as the list;

(iii) If the price is advertised as includiny tax, the price listed on any price tag shall be
shown in the same manner; and - :

(iv) All advertised prices and the words "tax included"” are stated in the same
medium, whether oral or visual, and if oral, in substantially the same infiection
and volume.

If these conditions are satisfied, then price lists, reader boards, menus, and other price
information mediums need not reflect the actual item price and separately show the
amount of sales tax being collected on any or all items.

The scope and intent of the foregoing is that buyers have the right to know whether retail
sales tax is being included in advertised prices or not, and that the tax is not to be used
for the competitive advantage or disadvantage of retail sellers.
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuULE 5-130- S

(3) . See Seattle Rule 5-133 for warranties (guarantees) and maintenance agreements (service
) contracts). : L

Effective: July 15, 2005
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE5-130

DIRECTOR'S CERTIFICATION

| Kenneth J. Nakatsu, Director of the Department of Executive Administration of the City of Seattle, do
hereby certify under penalty of perjury of law, that the within and foregeing is a true and correct copy as

‘adopted by the City of Seattle, Department of Executive Administration.

' DATED this /5”74 day of July, 2005.

CITY OF SEATTLE,
a Washington municipality

Kenneth J. Nakatsu, Director
Department of Executive Administration
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STATE OF WASHINGTON

--S8.

183390 .
'CITY OF SEATTLE:Revenue &

No.

Affidavit of Publication

- KING COUNTY

The undersigned, on oath states that he is an authorized representative of The Daily Journal of
- Commerce, a daily newspaper, which newspaper is a lezal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during 2l of said time was printed in an office maintained at the aforesaid place of publication of this

newspaper by the Superior Court of King County.

- newspaper. The Daily Journal of Commerce was on the 12" day of June, 1941, approved as a legal

e _The noﬁce ip = exact form annexed, was published in regular issues of The Daily
Journal of Commerce, which was egularly distributed to its subscribers during the below stated period.

" . The annexed notice, a

' CT:RULE MAKING HEARING

- *was published on

3/21/2005
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Notary jpyblic for the State of Washington, I/'

residing in Seattle




: 'Bunnul and Oecupation

State of Washmgton, King County

1ty ‘of Seattle

NOTICE OF PBOPOSED BULE :
MAKING HEARING AND °
OPPORTUNITY TO COMMENT |

The Director of Finance, aclu;g u.nder‘
the -uthn;n% t:»i;“i S;atﬂe Mu.mcq:g Codi
Chapterd a , Proposts 1o a

p for lmplemznl:ll'a' tlae Bunf
‘ax Ordinanoe

SSenme Muaicipal Code;" Chapter.. 546)
lease note that ll!.hsm%e thepe rules are
spplicable to SMC 5.45, individus] rules
may also npply {o ather dnpuﬂ of the City's
Tax_ C ncliding, -but -not lumted to,
BMC 5.30 (Deﬁmuom), SMC 5.3, (szenue
Code), SMC 5.40 (Admisricos Tax), SMC
648 (Busineas Tax - Uilitiea) and EMC 5.52
(Gnmblm;'l‘u) The following rules are pro-
poged for adoption and wnll become eﬂechv:

as of April 30, ZDD

. Seaitie Rule 5-006 - 1
:'Filing and Pa -

- Seattle Rule 5- 031 -- Menun of Tn -
Rehlleu and wmlmlerl :

" Seattle Rule 5-032 - Meast . ’l‘n -
. .Service ar: 1 other biairuss o1 '\»mu

: Seattle Rule 5-0°'5 - ~
DehveryChrgu 4

price
. Advertised prices mnludmg salestax

Senitle Rule 5 132 .
ments

Page 2 of affidavit

Beastle Eule 5-138 Warmnnel and
mants - :

mnmte.nlnne ume t
" Beattle § Rule 5 TO2 - Cm.n opented
--- vending machines, amusemerd devicey
and service machinea DR
= Seattle Rule 5-404 -- Sllee of mul-

. Se‘".l: Rule5-405 -- Rentauranis, cock-
ti tailba ve-nl undlumhrbunnen-

7 Be-u.le Rule 5 43! - Momr urﬂerl =
Tru ckmg . ;

5d unetized b

v 'Snlt!e Rule 5:630% ale or mnhl ol'
realestate, license to use resl estate

. Sel:t]eknlg 81 :- Siles of real prop-
= - erty, standi mxnenl. nntuul
.- Tesources -

- ttle Ru -BDOv Erluuhomil in-tl-
tutions, school districta, mkm omm-
2ations, and private n..hooh

< Beattle Rule 5.700, --
Beeg

\ Sel!tle Rule. 6 720 .- Hotell. moteh,
-~ boarding houses, ‘rogming houges,
- resorts, su

The De;

tioh ha eehedu!ed p-lblié lieqr or
propdeed rule charges for I 00 p.m. to 3:08
Pmuéh%"m'wmgms mua ;
wi 12 & confe 4
taclatea J.qeexmm of

4096, located at 700 5th Amm All interest-

ed persons are invitéd to present views,

or Arguments, with regard to the proposed

rulss, crally at the  hearing, or. in wrmng ot
or before the hearing:

Written com
dc iivered to:

Dsplrtment of Exu’*tlvn Adminh—
. tration, Attn.: Mel McDonald,
Director, Réveinie and Consumer
R

#] l.ld be mlued or

Affaire, 700 Bth Avanue — Suite 450,
Seattle, Whhington $8104-5020.

“The public may mapect eop:u of the pro-
posed rules st the Revenue end Consumer
Affairs oﬂ‘icex, 700 5th A\zm.e, Buite 4200
If yoa would like a copy
pleuse cali (206) 654 BBDO IP (206) BS(- .
5170, email rca.hlzli:txﬁcl.mttlem o,
oigubmit a wmtnn requut to f.he addreae
akove ]

Dated: ercth. 2005
DWIGHL D. DIVE‘.Y

Director, Depnr'.meal of Finance, » _‘
Date n&p::hc-uon in the Beattle Daily
Joum of merce, March 21, 2005,

Sutﬂe RlJe [ 5 528 - Bnln of:‘ mmul ‘

B21(183860)




- Seattle Rule 5131

. £
THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENT]N(‘ SEATTLE BUSINESS TAX ORDINANCE
RULE 5-531

Trade-ins, selling price, sellers’ tax measures

‘ié g1 W &0
N
y

< ol
_ 7 = o
(1) Business license tax. ) ()
‘r’n ‘:’3,@
(a) No deduction is allowed from the selling price or gross proceeds of sales for traden =iNgs r‘
(t) The term “Selling price” means the consideration, whether money, credits, rights, or oﬂ%r
praperty expressed in the terms of money paid or delivered by a buyer to a seller without
any deduction on account of the cost of tangible-personal property sold, the cost of
materials used, labor costs, interest, discount, delivery costs, taxes other than sales tax
imposed by the State of Washington.if the seller advertises the price as including the
sales tax or that the seller is paying the sales tax (see rule 5-130), or any other expenses
whatsoever paid or accrued and without any deduction.on.account of losses
(c)

When tangible personal property is renied or leased, the “selling price” includes all
charges to the renter or lessee for the use of the property rented or leased, including
charges designated as insurance, interest and other costs recovered and stated
se.arately from the regular rental or lease fee. When tangible personal property is
rented or leased under circumstances that the consideration paid does not represent a
reasonable rental for the use of the articies so rented or leased, the “selling price” must
he determined as nearly as possible according to the value of such use at the places of
use of sirnilar products of fike quality and character. In cases of doubt, all of the pemnent
facts shou! ! be submitted to the department for an advisory determlnatlon

‘Effective: July 15, 2005
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE.
Rui.E 5-531

- DIRECTOR'S CERTIFICATION

'l Kenneth J. Nakatsu, Director of the Department of Executlve Administration of the City of Seattle, do

" hereby certify under penalty of perjury of law, that the within and foregoing is a true and correct copy as -

) .adop ed by the City of Seattle, Department of Executive Administration.

'DATED this 5”74 /3 day of July, 2005,

CITY OF SEATTLE, =
a Washington municipality

o St O

Kenneth J. Nakdtsu, Director
Depariment of Executive Administration
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STATE OF WASHINGTON - KING COUNTY

--§8.

" 183390 i : No.

CITY OF SEATTLE:Revenue & -
Affidavit of Publication

The undcfsigncd, on oath states that he is an authorized representative of The Daily Journal of

‘Commerce; a daily newspaper, which newspaper is a légal newspaper of general cicculation and it is now

and has heen for more than six months prior to the date of publication hereinafter referred to, published in

the English language continuously as a daily newspaper in Seattle, King County, Washingion, and it is now .

and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Joural of Commerce was on the 172"‘ day of June, 1941, approved as a legal
newspaper by the Superior Court of King County.

R The notice in the exact form annexed, was published in regular issues of The Daily
Journal of Commerce, which was regularly distributed to its subscribers during the below stated period.

The annexed notice, a
CT:RULE MAKING HEARING
waé published on

3/21/2005
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Notary pyblic for the State of Washington, V
residing in Seattle
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State of Washmgton, King County

Czty of Seattle

NOTICE OF PBOPOSBD BULE
MAKING HEARING AND

OPPOBTUNITY TO ODMHBNT R

The Director of Fuuar.e acti under
the authoiity of Bume Numupll Code
Chapcen 8.02 and 5.55, proposea to adopt

for lmplemenh the Sea
: ‘Bumu and Occupnuon Tax Ordt?nez-
gu:tk ‘t'e ﬂ;n.l lthou thue Tales are
sase 1o 2
applicable to SMC 5.45, tie individeal rules

548 (Business Tux :- Utilities) and SMC 5.52
(Gumbling Tax). The following rules are pro-
posed for adoption and wifl become eifective
an of April 30, 2005
. Beaitie Rule &- 006 -~ Tax Betuml -
- Filing ind Pnymen . =
bealdeku,k 6- DO'I .- Pennluel
Seaitle Rule 5-081 - Meuure of Tax e
Eeullen and Wholesalers*

. Beattle Rule 5-032 - Measure of Tux --
- Bervice and other business utmnen

; Seattle Rule 5-035 -- Frel;hs and’
* Delivery hr‘u b

. Beattle Rulé 6.040
. Hslndmnt trg

. Sulﬂe Rule'5-127 -- Balea to nnd by the
llul.e of Wanlington, countiss, cities, .
- ) districts; and municipal subdi

ule §-130 .- Selling price - *
l\dveﬂuved prices including salea tax

Page 2 of affidavit

s:..mumg 5-138 -- Warranties
m:_x(ntennm:e n;:u_menu
* Serttis Rule 5.702 .- Cmn uprnted
- vending machines; mmuemem devmu
and service mechines E
~.. Seattle Rule 5-404 -- Slles of meils

.. Beattle Ruls 5-405 -- Rcmum...-‘ ‘cock-
;. tailbars, mvemnni lumh.r bxmnen-

A Bnt‘le Rnle 5 481 - Mo'.nr u.unerl -
Treucking

Seattle B.u]e 5- 528 - Salu of muml
metalbul _un nni monetized by lion-

“Saatile Bule §.530%. Sale or rental of
- res)estate, lmeuetouureﬂ.laﬂu

Seattle Rule 5-581 :: Saleg of real prop-
exty, stand rels, 1

Suntle Rule 5-700, .- Amulemenl
eation, and P.

Bent!e Rnle 5 720 . Hoieh, motell,
- ‘bosrding houaes, ‘rodming houses,
resorta,

80 tdoor advertia:
ldnmnn‘ display services .

HEARING AND COMMZNT:
0t of Ezecotive Administra.

eattle ) y
4066, located at 700 S'h Avenua All intereet-
ed perschs sre invited itéd to pres:nt daty, views
or argumentr, with regard to the pmpoud
ruies, orally at the huntu, orin wrxung at
or before the hea aring. -

Written’ mmmmtl lhnuld be mnled or
delivered to:

Depurﬁaant of Elecntlve Admlni!—
- tratlon, Attn.: Mel MeT aalg,
Diroctor, Révehue ani Cos.. umer
Affairs, 709 5th Avenu. — Sulte 4250,
Soattle, Wuhlnm F8104-5020.
“The public may inspéct copies of (hé mv
pu-d rules at the Revenue p;e; p
Afiaire officos, 700 5th Avenun. Suite 4200

If you would hkz *-eopy
please call {208} 584 3300 F'm) 684 -
5170, ewail m_buhrt:eu.mn.le Wa.US,
cr submit a to the

ve, :
Dated: March 21 2005 i
DWIGHT D. DIVELY .
Directer, Deplruncnl of Flnnnne
Daste of publication in the Seattle Daily

Cgm Mareh 21, 2005.

Jmkmal of merce,
&'21__!1 80)
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Seattle Rule 5132  Leased departments. : < o
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THE CITY OF SEATTLE < 7
DIRECTOR’S RULE .

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE =
' RULE 5-132 2o AR
< W

0~
\-

435
2N

L‘v
a

\ M - -
Definition. "Leased departments” mean space within a store that is leased to another Bbsmeés *‘:n
in such a way that a purchaser would not necessarily know that the merchandise is froma =~
business other than the store owner or operator. An example cf ihis is that a meat department?n

a grocery store could be a leased department and operated by a business other than the grocery

~ store owner, and under the grocery stores name.

Reporiing. Any persori who leases departments or space within their store or business to
another business entity may include in its tax returns the gross receipts ¢r gross sales made by
the lessee where such lessor keeps the books for the lessee and makes coliection on the latter’s
account; provided however, that each fessee must apply for and obtain from the Department a
business license. The iessee wiil remain liable for its tax liability if the 'esso. fails to make the
proper return or fails to pay taxes due,

Business license tax. Any taxpayer making tax returns for .ny such lessee shall report the
lessee’s total gross income under the applicable business license tax classification. The lessee in
such case is not entitled to the taxable minimu.n provided in SMC 5.55.040.

(a) Where the lessor receives a hiat monthly rental or a percentage of sales as compensation
for a leased departnient or leased space, such income is presumed to ba from the rental
of real estate and is not taxable. in determining whethzr an occupancy is a rental of real
estate, all the facts and circumstances of the agreement or arrangemerit, including the
actual relationship of the parties, shall be considered (See Seattle Rule 5-530). Written

“agteements, while not required, are preferred and are given considerable weight in
deciding the nature of the occupancy. A written agreement characterizing the occupancy
as a "lease” is not sufficient by itself as proof of the rental of real estate. The following
conditions must be met to establish a rental of real estate:

(@ The occupant is granted exclusive possession and contio! of the space;

(i) The occupancy is for a time ceriain, which is mcie than 30 days, i.e. month to
month, yearly, etc...; and

(i} The parties are required to notify each other in the event of termiriation of the
occupancy.

(b) If the lessor provides any clerical, credit, accounting, janitorial, or other services to the
lessee, the lesscr must report the income from these services under the service and
other aciivites classification. The amounts for providing these services must be
segregaied from the amounts received from the rental of real estate. In the absence of a
reasonable segregatmn it will be presumed that the entire income is for providing thess
services.

Examples. The following examples identify a number of facts an:d then state a conclusion =35 to
whether the situation is a rental of real estate (non-taxable), or a license {o use real estate
(taxable). Thess examples should be used only as a general guide. The tax status of each
circumstance must be determined after a review of the agreement and all of the facts and
circumstances.

“(a) A retailer enters into a written occupancy agreement for space within a mail for a one

year term. The agreement can be terminated upon 30 days written notice of either party,
subject to some penalty provisions for early termination. The agreement provides that
the retailer can decorate the store and arrange the inventory in any manner desired by
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE5-132

the retailer so long as the facility does not create a safety hazard to the mall or other
tenants, and is consistent with the overall decor of the mall. The mall owner may entier
the premises of the retailer during non-busiriess hours only with the consent of the
retailer except for emergencies where physical property is at risk. The retailer's area is
separated from other lessees by walls with the exception of the front area which is open
to the mall common area and is used as the entrance by potential customers and the
retailer. The retailer has a movable partition that can be locked and is used to close off
the entrance from the mali common area. The agreement calls for the retailer to be open
for business at all times during the hours stipulaied by the mall.

This is a rental of real estate with the rental term being for a fixed period. The agreement
and the facts and circumstances have established a rental of real estate. The retailer has
exclusive possession and control over a specific area as indicated by the control the
retailer has over the premises, even to the exclusion of the mall owner. The restriction
which requires the retailer to maintain the same business hours as other lessees does
not make this a license to use real estate. The lessor can exclude from the business
license tax that portion of the income which is from the rental of the real estate. The
lessor must identify and pay a business license tax on the portion of the income which is
from providing services such as security, janitorial, or accounting. '

A hairdresser enters into an oral agreement with the operator of a hair salon for the use
of a work station. The hairdresser has use of a specific work station during specific hours
of every day. A particular work station may be used by more than one hairdresser during
a particular month or even during a givan day. This work station can not be closed off
from other areas within the shop. The hairdresser must obtain advance permission from
the owner to make any changes to the work area. This hairdresser also shares a sink,
telephone, and other facilities with others in the shop.

This occupancy is not a rental of real estate. The hairdresser does not have exclusive
possession and control over the premises to the exclusion of others as is indicated by the
requirement that the hairdresser must obtain approval for any changes in the work area.
This is further indicated by hairdressers’ use of a specific work station only during specific
hours of every day with multiple users of the same work station. The work station could
not be closed off from other areas of the shop, but this in itself is not determinative of
whether this is a rental of real estate or a license to use. The presence of walls or the
lack of walls is not controliing. The fact that the agreement uses the term "lease” is also
not controlling. This is a "licerise to use” taxable under the service and other activities
classification.

Department store agrees to sell household paint for a paint supplier. The paint supplier
checks on the inventory on a monthly basis and provides additional paint as needed.
The department store handles stocking of shelves and ail aspects of the sale. The
department store makes a charge to the paint supplier based on the space required to
maintain the inventory. By agreement of the parties, the department store agrees to
report the retailing tax on paint sales.

This is not a leased department, a leased space, or a rental of real estate. The income is
merely tied to the amount of space being used. However, the income is a commission
from the sale of merchandise for the paint supplier and held on consignment. The
retailing tax is the liability of the paint supplier and is paid by the department store only by
agreement. The commission Is taxable under the service business license tax
classification. See Seattle Rule 5-803.

Effective: July 15, 2005
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMFLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-132 :

DIRECTOR'S CEXTIFICATION

I Ketmeth J. Nakatsu, Director of the Department of Executive Administration of the City of Seaitle, do
hereby v-seiify under peralty of perjury of law, that the within and foregoing is a true and correct copy as
adopted ny the City of Seattie, Depaitment of Executive Administration. - :

DATED this 15~ 7Z_ day of July, 2005,

CITY OF SEATTLE,
a Washington municipality

e

Kenneth J. NakafSu, Director
Depariment of Executive Administration -
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* STATE OF WASHINGTON - KING COUNTY

-=88.

183390 - ' No.
CITY OF SEATTLE:Revenue & -
Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of

Commerce, a daily newspaper, which newspaper is a legal newspaper of genesal circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office. maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12 day of June, 1941, approved as a legal
newspaper by the Superior Court of King County.

~The noﬁce in the exact form annexed, was published in regular issues of The Daily.
Youtnal of Commesce, which was regularly distributed to its subscribers during the below stated period.

The annexed notice, a .

CT:RULE MAKING HEARING

" was published on

3/21/2005
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Notary byblic for the State of Washington, V
residing in Seattle
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City of. Seattle

NOTICE OF PROPOSED BULR
MAKING HEARING AND -
OPPORTUNITY TO OOHHENT

The Director of Fuum:e, acting under
the authority ‘of Senl!e Municipal Code

Chapters 3.02 and 5.55, propoees
newprulea for mplement.i the Sutfﬁ
" "Biusiness and O

Seattle. Municipat Cnda, Ch:pur 5.45).
%’lun pote that althe uﬁ these rules are
epplicable to BMC 5. “du M\;ﬂ&l cr:u'lu
may also a) pters ity's
Tl: m:ll{dudm(. -buit .not limited to,
EMC 5 30 (Deﬁmuuu SMC 6.32 (Revenue
Code) 5.40 (A uuonn Tax), BMC
548 u-m'r.x--mm and EMC 5,52
(G-mbhng Tax). The fol rulu are pro-
posed for adoption and wlll become emctxw
asof Aprll 20, 2005:

. Sasitie Rule 5-008 -1
' Filing and hyment

Ax Returna -

Seattle Rule 5.031 - Mulure nf T-x -
Ret.mlerl and Whaolesalers* .

" Beattle Rule 5-032 ‘- Measure of Tax
- Bervice and sthier businesa activities .

. Seattle Rule 5-03,
Delxvery Clurgu

' “geattie Rils
industri ll.uu

Sute of W
chool dxltnc

" Beattle Rule 5:130 -- Belling price’
Advenued pncel including salzs tax

;gdid'eplrl-

lun ton, counties, cities, >
L'l}d .quclpll "‘.IHIVI:

State of Washmgton, King County

Senitle Rulz 5 132
ments
Page 2 of affidavit

Seattle Rule 5- 133 <. Warrgnties and

mm&enme s
: Semle Rule 5-7()2 B Com opeuted
devu:en
and service machines

.. Seattle Rule 5-404 -~ Snlel of mull

. Beattle Ruks 405 - Remu:anu. cock-
;. tailbers, aumh
Cea -

" Beattle Bule 5-481 .- Motnr clrnerl -
- Trucking. .

g Sutua Riile 5:628 .- Sulel of reuoul
retal bullion a1id monetised b

Seaifle Rule 5-5365%: Bale or unhl of
real estate, license to use real estate

- 'Seattle Rule 6:581 i: Siles of real prop-
ey, sanding i . !

nud uleman .
) hul'.le Bu‘le 5~600 dur:nlmul mlh-
. tutions, achoal di &, student orpuu

is
ll'.mnl, and private achools .

Reattle Buh 5-720 Hotels; fhotels,
‘boarding housea; rosmin houmes,

,aunmerumpl trai ex

Coniighena,

'~u_¢nu.mdamuoneen

EARING AND COMMENT:
‘nt;o{.k,xecnuve Administra-
acheditled ¢ public hearing on the
propoaed rule chlngug for mm p.m.to 3:59
p.m,on Mmdqy nl 4,200

1 e g mmmth:dmh
floor of the ScnttkMu.nm 1. Tower, Giiite
4086, located af 700 5th Awnun All interest-
ed persons areinvited to present data, views,
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Seattle Rule 5-133 Warranties and maintenance agreements. gﬂd 14 /\‘U
. = o
(1) Definitions. For the purposes of this rule, the following terms will apply: = ™
NS
(a) Warranties. Warranties, sometimes referred to as guaranties, are agreements which call

for the replacement or repair of a purchased product with no additional charge for parts
and/or 1abor if the product is found to be defective or ceases to operate as d esigned
during a specified warranty period.

(b) - Warrantor. The warrantor is the person obligated, as specified in the warranty
agreement, to perform labor andfor provide materials to the owner of the purchased
product to which the warranty agreement relates. | n most cases the warrantor is the
ranufacturer.

(c) Maintenance agreements. Maintenance agreements sometimes referred io as service
~ 7 contracts, are agreements which require the specific performance of repairing, cleaning,
altering, or improving of tangible personal property on a regular or irregular basis to -
ensure its continued satisfactory operation. : i

(2) Business License Tax.
(a) Manufacturer's warranties included in the retail selling price of the product being sold.
(i) When a manufacturer's warranty is included in the retail selling price of the

property sold and no additional charge is made, the value of the warranty is a
part of the selling price. The value of the warranty is included in the "gross L
proceeds of sale” of the article sold and reported under the appropriate e
classification, e.g. retailing, wholesaling, etc... . e ENES o :

(i When a repair is made by the warrantor under a manufacturer's Warranty, the
value of the labor and/or parts provided are not subject to the business license
tax. )

"INWNOCQA 3HL 40 ALIVAD IHL OL 3NA SI L1

(iii) When a person other than the warrantor makes a repair for the warrantor, the
person making the repair is making a wholesale sale of the repair service to the
warrantor. The person doing the repair is liable for business license tax under
the wholesaling classification on the value of the parts and labor provided.

(b) Non-manufacturer's warranties and manufacturer's warranties not included in the retail
selling price of the article being sold. :

() When a warranty is soid for a charge separately stated on the invoice from the [ ¢
' charge of the product, e.g., awarranty extending the manufaciurer's warranty,
the charge is reported in the service classification of the business license tax.

(i) When a repair is made by the warrantor under a warranty that was separated -
stated on the invoice from the charge for the product, the value of the labor and
or parts provided are not subject to business license tax.

(iii) When a person other than the warrantor makes a repair for the warrantor, the
B person making the repair is making a retail sale of the repair service to the
warrantor. The person making the repair is liable for business license tax under

the retailing classification.

(c) Maintenance agreements. Maintenance agreements (service contracts) require the
periodic specific performance of inspecting, cleaning, physical servicing, altering, and/or
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improving of  tangible personal property. Charges for rnaintenance agreements are
retail sales, subjectto retailing business license tax. Maintenance agreements or
service contracts concerning non-tangible personal property, such as custom software,
should be reported under the service classification. '

Amounts received as a commission or other consideration for selling a warranty or
maintenance agreement. of a third-party warrantor or provider are generally subject to
business license tax under the service and other activities classification.

In the event a warrantor purchases an insurance policy to cover their obligations under
the warranty, amounts received by the warrantor under the insurance policy are
insurance claim reimbursements that are not subject to_business license tax.

Additional service - deductible. If services are provided in addition to any warranty or
maintenance agreement, such services are subject to retailing business license tax. This
includes so-called "deductible” amounts not covered by a warranty or maintenance agreement.

Mixed agreements. If an agreement contains warranty provisions but aiso requires the actual
specific performance of inspection, cleaning, servicing, altering, or improving the property on a
regular or irregular basis, without regard to the operating condition of the property, such
agreements are fully taxable as maintenance agreements, not warranties. ‘

Exampleé:

@

(b)

- An automobile dealer sells a vehicle to a customer for selling price of $15,000 cash and

the selling price includes a manufacturer's limited warranty for 5 years or 50,000 miles.
The owner of the vehicle has $600 ($200 parts and $400 labor) warranty work, paying no
deductible, performed by the dealer who is not the manufacturer-warrantor. The $15,000

selling price is reported under the retailing business license tax classification. The $600 -

repair is reported under the wholesaling business license tax classification.

The automobile dealer in example (a) also sells its own extended warranty to the
customer for $200. The dealer insures itself with an insurance carrier and under the
terms of the policy, claims are paid on the retail value of the repairs. n addition to the
repairs in example (a), the customer has the dealer complete $500 of repairs under the
dealer's extended warranty. The customer paid the $100 deductible and the dealer
received $400 from his insurance carrier. In completing the repair, the dealer installed
parts from its inventory which had a cost to the dealer of $150 and subcontracted part of
the repair to an electrical shop which charged the dealer $200. The tax liability to the
dealer and the subcontractor are as follows:

(i) The dealer reports the $200 s ale of the warranty under the s ervice and other
activities classification of business license tax.

(i) The $ 100 d eductible received by the dealer is a retail s ale s ubject to retailing
business license tax.

(it} The $400 received by the dealer from the insurance company is a nontaxable
insurance claim reimbursement. :

(iv) The subcontractor is making a retail sale to the dealer subject to retaiiing
business license.

 Effective: July 15, 2005
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DIRECTOR’S CERTIFICATION

| Kenneth J. Nakaisu, Director of the Department of Executive Administration of the Cily of Seattle, do
hereby certify under penalty of perjury of law, that the within and foregoing is a true and correct copy as
adopted by the City of Seattle, idepartment of Executive Administration.

DATED this 44 /% day of July, 2005:

. CITY OF SEATTLE,
a Washington municipality

o SwIG

Kenneth J. NaKatsu, Director
Department of Executive Administration
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STATE OF WASHINGTON - KING COUNTY

--88.

183390 . No.

CITY OF SEATTLE:Revenue & : S
Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Joumnal of

Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a deily newspaper in Seattle, King County, Washington, and it is now

- " and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journa! of Commerce was on the 12" day of June, 1941, approved as a legal
newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Daily
Journal of Commerce, which was regularly distributed to its subscribers during the below stated period.
The annexed notice,a- * = T o -
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State of Wa«'hmgton, King County

Clty _of Seattle '

NOTICE OF PBOPOSED EULB
MAKING HEARING AND -
OPPORTUNITY TO COMMENT |

‘The Director of Finance, acting undu
the suthotity of Seattle Municipal Code
Chapters 8.02 end 5.65, proposes to adopt

. new rnla for implementing the Seatf

Do inanoe:
l.lle Municipal Coda. Chapter.. 5,45).
Please note that altho! rules a
applicable to SMC 5.45, xnd.vldnll n\lu
may 2lso apply £ other chapiers of the City's
Tax Code, inciuding, but not limited to,
SMC 5.30 (Definitions), SMC 6.32 (Revenue

E.48 (Business Tax :- ulm‘e-)
(Gambling Tax). The following rules are pro-
poaed for sdoption and will become effective
as of April 80, 20%

. Beaitle Rule 6006 -
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HEAR!NG AND CO! ]
of Ezecutive Administya-
stheduled a public hearing on the
p:wéoad rulz cbnnpg for 1:00 p.m. to 3:08
p.p,m,uumeﬁm4 4 2005, The
1 d 1o & conference room on the 40th
Municipa). Towez, Suite
5th Avenoe. All interest-
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o before the hearing, "
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Seattle Rule 5-404 Sales of meals. xf‘p

(1)

@

Introduction. Generally, this rule explains Seattle’s business license tax applications to the
sales of meals. More specifically, this rule gives tax reporting information to persons who provide
meals without a specific charge as well as an explanation as to how meals furnished to
employees are taxed. Persons in the business of operating restaurants should also refer to
Seattle Rule 5-405 and persons operating hots!s, motels, boarding houses, or similar businesses
should refer tc Seattle Rule 5-720.

Business license tax. The sales of meals and the providing of meals in consideration of
services rendered are subject to tax as follows:

(a) Retailing. The rétailing business license tax applies as follows:

(i) Restaurants, cafeterias and other eating places. Sales of meals to consumers by
restaurants, cafeterias, clubs, and other eating places are subject to the retailing
tax. (See Seattie Rule 5-405 Restaurants, cocktail bars, taverns and similar
businesses.) o SR X

(i} Caterers. Sales of meals and prepared food by caterers are subject to the
retailing tax when sold to consumers. "Caterer" means a person who provides,
prepares, and scrves meals for immediate consumption at a location selected by
the customer. The tax liability is the same whether the meals are prepared at the

. customer's site or the caterer's site. The retailing tax also applies when caterers
prepare and serve meals using ingredients provided by the customer. Persons
providing a food service for others should refer to the subsection below entitled.
"Food service contractors.” ’ ' =

(iii) Hotels, motels, bed and breakfast facilities, resort icdges and other
establishments offering meals and transient lodging. Sales of meals by hotels,
“motels and other persons who provide transient lodging are subject to the
retailing tax.

(iv) Boarding houses, American-plan hotels, and other establishments offering meals
[ and non-transient lodging. Sales of meals by boarding houses and other such
places are subject to the retailing tax.

(A) Except for guest ranches and summer camps, when a lump sum is

O charged to non-transients for providing both lodging and meals, the fair

market value of the meals is subject to the retailing tax. Unless accounts

are kept showing the fair market value, the tax will be computed upon

double the cost of the meals served. This cost includes the price paid for

food and drinks served, the cost of preparing and serving meals, and all

other incidental costs, including an appropriate portion of overhead
expenses.

(B) It will be presumed that guest ranches and summer camps are not
making sales of meals when a lump sum is charged for the furnishing of
lodging, and meals are included. :

v) Railroad, dining car, ship, airplane, or other transportation company diners.
Sales of meals by a railroad, dining car, ship, airplane, or other transportation
company served at fixed locations in Seattle, or served upon the carrier itself
while within Seattle, are subject to the retailing tax.




(vi)

(vii)

(vii)
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Where no specific charge is made for meals separate and apart from the
transportation charge, the entire amount charged is deemed a charge for
transportation and the retailing tax does not apply to any part of the charge.

Hospitals, nursing homes, and other similar institutions. The serving of meals by
hospitals, nursing homes, sanitariums, and similar institutions to patients as a
part of the service rendered in the course of business by such institutions is not a
sale at retail, but rather, taxable under the applicable tax classification for the
overall service rendered. However, many hospitals and similar institutions have
cafeterias or restaurants through which meals are scld for cash or credit to
doctors, visitors, nurses and other employees. Thése meals are subject to the
retailing tax. Some of these institutions also have agreements where the
employees are paid a fixed wage in payment for services rendered and are
provided meals at no charge. The sales of meals to employees are subject to
the retailing tax, including the value of meals provided at no charge to
employees. Refer to the subsection below entitled "Meals furnished to
employees.” For retirement homes, a charge for meals served is subject to the
retailing tax, even if included in a rental agreerment, and even if meals are for the
retirement home residents only.

School, college, or university dining rooms. Pubiic schools, high schools,
colleges, universities, or private schools operating lunch rooms, cafeterias, dining
rooms, or snack bars for the exciusive purpose of providing students and facuity
with meals or prepared foods are not considered to be engaged in the business
of making retail sales of meals. However, if guests are permitted to dine with
students or.faculty in such areas, the sales of meals to the guests are retail
sales.

(A) Unless the eating area is situated so that it is available only to students
and faculty, the lunch room, cafeteria, dining room, or snack bar must
have a posted sign stating that the areais only open to students and
faculty. In the absence of such a sign, there will be a presumption that
the fagcility is not exciusively for the use of students and faculty. The
actual policy in practice ir these areas must be consistent with the
posted policy.

(B) If the cafeteria, lunch room, dining reom, or snack bar is generally open
to the public, all s ales of meals, mcludlnq meals sold to students, are
considered retail sale

(C) For some educational institutions, the nieals provided to students are
considered to be part of the charge for tuition and may not be subject to
the business license tax. Public schools, high schools, colleges,
universities, and private schools should refer to Seattle Rule 5-600 to
determine whether the retailing business license tax applies to the sales
of meals described above.

Fraternities and sororities. Fraternities, sororities, and other groups of individuais
who reside in one place and jointly share the expenses of the household
including expense of meals are not considered to be making sales when meals

“are furnished to members.
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(b} Wholesaling. Persons making sales of prepared meals to persons who will be reselling
the meals are stibjec* to the wholesaling classification. Sellers must obtain resale
certificates from their customers to support the resale nature of any transaction.’

(c) Service and other business activities. Private schools, which do not meet the definition of
"educational institutions,” operating lunch rooms, cafeterias, or dining rooms for the
exclusive purpose of providing meais to students and Taculty are subject to the service
business license tax on the charges to students and faculty for meais. (See Seattle Rule
5.600 for definitions of the terms "private school” and "educational institution.”) Psarsons
managing a food s ervice operation for a private s cheol should refer to the s ubsection
below entitled "Food service contractors.”

Sales by persons having a food and beverage worker’s permit. Retail vendors who are
required by law to have a food and beverage service worker's permit pursuant to RCW 69.06.010
are subject to the retailing tax on sales of ptepared food products. This inclides, but is not
limited to, sales of sandwiches prepared or chicken cooked on the premises, deli trays, home
delivered pizzas, etc... ‘ i

Food service contractors. The term "food service contractor” means a person who operates a
food ‘service at a kitchen, cafeteria, dining room, or similar facility owned by an institution or
business. Food service contractors may manage the food service operation on behalf of the
institution or business, or may actually make sales of meals or prepared foods.

(a) Sales of meals. Food service contractors who sell meals or prepared foods to
consumers are subject to the retailing business license tax upon their gross proceeds of
sales. For example, the operation of a cafeteria which provides meals to employees of a
manufacturing or financial business is generally a retail activity. The food service
contractor is considered to be making retail sales of meais, whether payment for the meal
is made by the employees or the husiness, unless the business itself is reselling the
meals to the employees.

in all cases where the meals are prepared at off-site facilities not owned by the institution
or business, the food service contractor is considered to be making sales of meals and
the retailing business license tax appiies to the gross proceeds of sale, or gross income
for sales to consurers.

(b) Food service management. The gross proceeds derived from the management of a food
service operation are subject to the service business license and other business activiies
business license tax. These tax reporting provisions apply whether the staff actually
preparing the meals or prepared foods is employed by the institution or business hiring
the food service centractor, or by the food service contractor itself. if the food service
contractor merely manages the food service operation on behaif of an institution or
vusiness, that institution or business is considered to be seiling meals or providing the

“meals as a part of the services the institution or business renders to its customers.
These institutions and businesses should refer to the subsection (2) above to determine
their business license business license tax liabilities.

Food service management includes, but is not limited to, the following activities:

(i) Food service corntractors operating a cafeteria or similar facility which provides
meals and prepared food for employees andfor guests of a business, but oniy
where the business owning the facllity is the one actually selling the meals to its
employees. ' '

"INGWN20Q SHL 40 ALAVND 3HiLolL3nasiu

€ BE e e . . T on . SRS S A ot o

B N T S



(©

(i)

(i)

1%
b
hated”

THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-404

Food service contractors managing and/or operating a cafeteria, lunch room, or
similar facility for the exclusive use of students or faculty at an educational
institution or private school. The educationa! institution or private school provides
these meals to the students and faculty as a part of its educ-tional services. The
food service contractor is managing a food service operation on behalf of the
institution, and is not making retail sales of meals to the students, faculty, or
institution. Sales of meals or prepared fonds fo quests in such areas are,
however, subject to the retailing business license tax. (Refer alsc to subsection
above entitled "School, college, or university dining rooms.")

Food service contractors managing andlor operating the dietary facilities of a
hospital, nursing home, or similar institution, for the purpose of providing meals
or prepared foods to patients or residents thereof. These meals are provided to
the paiients or residents by the hospital, nuising home, or similar institution as a
part of tha <ervices rendered by the institution. The food service contractor is
managing a food sersice operation on behalf of the institution, and is not
considered to be making retail sales of meals to the patients, residents, or
institution. Meals scld to doctors, nurses, visitors, and other employees through
a cafeteria or similar facility are, however, subject to the retailing business
license tax. (Refer also to the subsection above enmled "Hospitals, nursmg
homes, and other similar institutions.”) - . .

The following examples explain the application of the business license tax to typical
situations involving food service contractors managing a food service operation. These
examples should be used only as a qeneral guide. The tax resuilts of other sntuatuons
must be deterinined after a review of a. of the facts and circumstances.

0

(i)

GC Inc. is a food service contractor managing and operating an on-site cafeteria
for B College. This cafeteria is operated for the exclusive use of students and
faculty. However, guests of students or faculty members are allowed to use the
facilities. All monies collected in the cafeteria are retained by B College. College
B pays GC's direct costs for managing and operating the cafeteria, including the
costs of the unprepared food products, employee salaries, and overhead
expenses. GC also receives a management fee.

G C Inc. is managing a food service operation. The measure of tax is the gross

. proceeds received from B College. GC Inc. may not claim a deduction on

account of cost of materials, salaries, or any other expense. The gross proceeds
are subject to the service business license tax. B College is considered to be
making retait sales of meals to the guests. B Coliege should refer to Seattle Rule
5-600 to determine whether the retailing business license tax applies.

DF Food Service contracts with Hospital A to manage and operate Hospital A's
dietary and cafeteria facilities. DF is to receive a per meal fee for meals previded
to Hospital A's patients. DF Food Service retains all proceeds for sales of meals
to physicians, nurses, and visitors in the cafeteria.

The gross proceeds received from Hospital A, in regards to the meals provided to
the patients are derived from the management of a food service operation.
These proceeds are subject to the service business license tax. However, DF is
making retail sales of meals to physicians, nurses, and visitors in the cafeteria.
DF Food Service must pay retailing business license tax on the gross proceeds
derived from the cafeteria sales.

:3O1ION

"ININND0A0 FHL 40 ALITVYAD FHL OL 3NA St.Ll -

301L0N SIHL NYHL HYF10 SS31 1 3WVad SIHL NI INIWNOOA TH 4




()

(6)

@)

®

- These examples should be used only as a general guide. The tax results of other situations must
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Meals furnished to employees. Sales of meals to employees are sales at retail and subject to
the retailing business license tax. This is true whether individual meals are sold, whether a flat
charge is made, or whether meals are furnished as a part of the compensation for services
rendered. :

(a) Where a specific and reasonable charge is made to the employee, the measure of the tax
is the selling price.

(b)  Where no specific charge is imade, the measure of the tax will be the average cost per
* meal served to each employee, based upon the actual cost of the food.

{c) Where meals furnished to e mployees are not recorded as sales, the tax due shall be
- presumed to apply according to the following formuia for determining meal count unless
rebutted under particular circumstances substantiated by the business:
(i) Those empl- ;~2s working shifts up to five hours, one meal; and

(i employees - :--+.1g shifts of more than nive hours, two meals.

. Sales of meals, beverages, and food at prices including sales tax. Persons who advertise
" and/or sell meals, alcoholic or other beverages, should refer to Seattle rule 5-405 (Restaurants,

cocktail bars, taverns, and similar businesses), and Seattle Rule 5-130 (Selling price--Advertised
prices including sales tax) and may exclude the amount of saies tax so collected from the gross
revenue reported for business license tax purposes. The taxabiiity of persons operating class H

- licensed restaurants is specifically addressed in Seattle Rule 5-405.

Gratuities. Tips or graiuities representing donations or gifts by customers under circumstances
which are clearly voluntary are not part of the selling price subject to tax. However, mandatory

.- additions to the price by the seller whether labeled service charges, tips, gratuities or otherwise
" must be included in the selling price and are subject to the retailing classification of the business

license tax.

Examples. The foliowing examples identify a number of facts and then state a conclusion.

be determined after a review of all of the facts and circumstances.

(@) ABC Hospital operates a cafeteria and sells meals to physicians and to persons who are
visiting patients in the hospital. Meals are also provided to its employees at no charge.
However, there is no accounting for the number of meals consumed by the employees.
Payroli records do record the number of hours worked. On average, employees working
shifts of up to five hours consume one meal while those working shifts of more than five

hours consume two meals.

ABC Hospital is subject to retailing business license tax on the gross proceeds derived
from the sales of meals to physicians and visitors. The retailing tax also applies to the
value of the meals consumed by ABC's employees. The value subject to tax is
determined by the average cost of meals consumed by the amployees, based upon the
actual cost of the food items, multiplied by the number of meals as determined through a
review of the payroll records. While the presumption is that employees working shifts of
up to five hours consume one meal with those working shifts of five to eight hours
consuming two, this presumption may be rebutted under particular circumstances.

(b) X operates a boarding house and provides lodging and meals to ten non-transient
residents. Each resident is charged a lump sum to cover both lodging and meals with no

—
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IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-404

accounting for a fair market value for the meals. X is making retail sales of meals to its
residents. . Retailing business license tax is due on the value of the meals served. This
value must be computed as double the cost of the meal, including the cost of the food
and drink ingredients, costs of meal preparation, and other costs associated with the
meal preparation such as overhead expenses.

{c) Y Motor Inn contracts with Z Company to provide catering services for a function to be -
held at the motor inn. During discussions concerning the services to be pravided, Z
Company is informed that a- 15% gratuity is generally recommended. Z Company
negotiates the gratuity percentage to 10% and signs a catering contract stating that the
agreed gratuity will be added. The gratuity charged to Z Company is subject to the
retailing tax. . This is not a voluntary gratuity since it is required to be paid as a condiion

- of the contract. Gratuities are not considered to be part.of the selling price when they are
strictly voluntary. - .

Effective: July 15, 2005
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DIRECTOR'’S CERTIFICATION

I Kenneth J. Nakatsu, Director of the Department of Executive Administration of the City of Seattle, do
hereby certify under penalty of perjury of law, that the within and foregoing is a true and correct copy as
adopted by the City of Seattle, Department of Executive Administration.

DATED this /574 day of July, 2005.

CITY OF SEATTLE,
a Washington municipality

Kenneth J. Nakatsu, Director
Department of Executive Administration
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: ' Affidavit of Publication

: ' The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12 day of June, 1941, approved as a legal
newspaper. by the Superior Court of King County. et

) The notice in the exact form annexed, was published in regular issues of The Daily
Journal of Commerce, which was regularly distributed to its subscribers during the below stated period.
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Seattie Rule 5-405 Restaurants, cocktail bars, taverns and similar businesses. 7 ;;'

Introduction. This rule explains the application of Seattle’s business license tax to sales by
restaurants and similar businesses. It discusses the sales of meals, beverages, and foods at
prices inclusive of the retail sales tax. This rule also explains how discounted and promotional
meals are taxed. Persons who merely manage the operations of a restaurant or similar business
should refer to Seattle Rule 5-404 to determine their tax liability. The term "restaurants, cocktail
bars, taverns, and similar businesses” means every place-where prepared foods and beverages
are sold and served to individuals, generally for consumption on the premises where sold.

Buciness jicense tax. The tax liability of restaurants, cocktail bars, taverns, and simitar
businesses is as follows: S

(a) Retailing. Sales to consumers of meais and prepared foods by restaurants, cocktail bars,
taverns, and similar businesses are subject to the retailing tax ciassification on the gross
proceeds of such sales unless the sales price of the meal is advertised as including the
retail sales tax. In such case, the retail sales tax may be deducted to arrive at the gross
proceeds from the sale of meals. (See Seattie Rule 5-130.) Meals provided to
employees are presumed to be in exchange for services rendered by empioyees and are
classified as retail sales, and therefore subject to the retailing tax. (See Seattle Rule 5-
404, Sales of meals.) o

{b) Wholesaling. Persons making sales of prepared meals to persons who. will be reselling
the meals are subject to the wholesaling tax classification.

(c) Service and other activities. Compensation received from owners of coin-operated
machines for allowing the placement of those machines at the restaurant, cocktail bar,
tavern, or similar business is subject to the service and other classification.

Discounted meals, promotional meals, and meals given away. Persons who sell meals on a
"two for one" or similar basis are not giving away a free meal, but rather are selling two meals at a
discounted price. The retailing business license tax should be calculated on the reduced price
actually received by the seller.

(a) Persons who provide meals free of charge to persons other than employees are not
subject to tax. For example, a restaurant providing meals to ths homeéless or hot dogs
free of charge to a little league team will not incur a business license tax liability with
respect to these items given away. A sale has not occurred.

(b} Meals provided to employees are presumed to be in exchange for services rendered by
the employee and are not considered o be given away. These meals are retail sales.
(See Seattie Rule 5-404 regarding employee meals.)

Sales of meals, beverages, and food at prices including sales tax. Persons may advertise
and/or sell meals, beverages, or any kind of food product at prices including sales tax.

(a) Any person electing to advertise andfor make sales in this manner must clearly indicate
this pricing method on the menus and other price information.

(b) If sales slips, sales invoices, or dinner checks are given to the customer, the sales tax
must be separately stated on all such sales receipts. If not separately stated on the sales
receipt, it will be determined that retail sales tax was not coliected. In such cases the
measure of tax will be gross receipts. (Refer to Seattle Rule 5-130, Selling price --
Advertised prices including sales tax).

ey
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IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-405

(c) Restaurants operating under the authority of a ctass H liquor license generally have both

.+ . dining and cocktail lounge areas. Customers purchasing beverages or food in lounge

areas are generally not given sales invoices, sales siips, or dinner checks, nor are they
generaily provided with menus.

M

(i)

(iii)

Many class H restaurants elect to sell beverages or food at prices inclusive of the
sales tax in the cocktail lounge area. If this pricing method is used, notification
that retail sales tax is included in the price of the beverages or foods must be
posted in the lounge area in a manner and location so that customers can see
the notice without entering employee work areas. It will be concluded that no
retail sales tax has been collected or is included in the gross receipts when a
notice is not posted and the customer does not receive a sales slip or sales
invoice separately stating the retail sales tax.

The election to include retail sales tax in the selling price in one area of a location

.. does not preclude the restaurant o perator from selling b everages or food ata

price exclusive of sales tax in another. For example, an operator of a class H
restaurant may elect to include the retail sales tax in the price charged for
beverages in the lounge area, while the price charged in the dining area is
exclusive of the sales tax.

Class H restaurants are not required to post actual drink prices in the cocktail
lounge areas. However, if actual prices are posted, the advertising requirements
expressed in Seattle Rule 5-130 must be met.

Gratuities. Tips or gratuities, when made voluntarily by customers, are not part of the selling
price and not subject to the retaiiing business license tax. However, mandatory additions to the

‘price by the seller, whether labeled service charges, tips, gratuities or otherwise must be included
.in the selling price and are subject to the retailing business license tax. (Refer also to Seattle

Rule 5-404.) Mandatory gratuities on group meals and banguets will be determined to be on the
meal sales and 100% taxable unless split between the meals, and any alcoholic beverages (not
taxable) on a percentage basis and separately stated by the server on the sales invoice.

‘Exemption. Sales of aicoholic b everages are e xempt from S eatile’s business license tax per
SMC 5.45.090 (W) and RCW 66.08.120. e ' ' :

Effective: July 15,2005
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DIRECTOR'S CERTIFICATION

| Kenneth J. Nakatsu, Director of the Departmént of Executive Administration of the City of Seéttle, do
hereby certify under penalty of perjury of law, that the within and foregoing is a true and correct copy as
adopted by the City of Seattle, Department of Executive Administration.

DATED this @’fz day of July, 2005.

CITY OF SEATTLE,
a Washington municipality

o Aot

Kenneth J. Nalatsu, Director
Department of Executive Administration
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~ STATE OF WASHINGTON - KING COUNTY
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CITY OF SEATTLE:Revenue & S
Affidavit of Publication

. The undersigned, on oath states that he is an anthorized representative of The Daily Journal of
. Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
~-the English language continuously 2s a daily newspaper in Seattle, King County, Washington, ard it is now
- and during all of said time was printed in an office maintained at the aforesaid place of publication of this
~ newspaper. The Daily Journal of Commerce was on the 12" day of June, 1941, approved as a legal

newspaper by the Superior Court of King County.

o The notice in the exact form annexed, was published in regular issues of The Daily
" Journal of Commerce, which was regularly distributed to its subscribers during the below stated period.
The annexed notice, a Rt

* CTRULE MAKING HEARING
was published on

3/21/2005
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Seattle Rule 5-481 Motor carriers—Trucking.

")

(2)

Introduction. This rule provides an overview of the taxation of motor ~arriers and trucking
activities within the City of Seattle as of July 1, 2002. For pericds prior to July 1, 2002 a motor
carrier may report their motor transportation revenue pursuant to RC\W 35.21.840, pursuant to the
provisions contained in this rule, or pursuant to the language contained in Seattle Rule 5-44-
193D.

Definitions.

{(a) “Agent”—a person performing motor transportation service for another motor carrier

) under the other carrier's direction pursuant to a preexisting agreement which provides for
a centinuing relationship, precluding the exercise of discretion on the part of the agent in
allocating traffic between the carrier and others. Agents may operate under their own
operating authority or the operating authority of their principal.

(b) “Ancillary Activities"—activities conducted by the motor carrier that are not part of the
i contracted transpcrtation charge, and include, but are not limited to, stevedoring,

separately invoiced charges for {oading, unloading, sorting, storage, and consolidation
charges. If the contract between the shipper and motor carrier includes the requirement -
that the motor carrier pack, load, and store the property in addition to the transportation
then those activities will be included as part of the motor transportation revenue, provided
that any storage over one month will be deemed to be an ancillary activity charge
whether or not the storage is part of the contract or i.-oiced separately.

{c) “Broker™—A person who sells, provides for, or arranges transportation by a motor carrier
for compensation. A freight broker acts as a middie person in bringing a shipper and
motor carrier together, for which they earn a commission or mark-up between the amc.nt
bilied to the shipper and the amount paid to the motor carrier. A broker is not licensed {o
operate as a motor carrier. A broker does not generally transport or contractually incur
the obligation to transport property themselves. However, a person who acts as a broker
and also acts as a motor carrier must segregate these activities on their books of record
and tax returns.

(d) "l-relght Forwarder"—a person providing transportatlon of property on a for-hire basis and
in the ordinary course of its business:

(i) assembles and consolidates shipments or provides for break-bulk and
' distribution operations of the shipments;

(i) assumes responsibiiity for the transportation from the place of receipt to the
place of destination; and

iii) uses motor carriers for any part of the transportation services.

(e) “Motor carrier”—shall mean the carriers described in the definitions of “common carrier”,
and “contract carrier” as defined in RCW 81.80.010, providing transgortation of property
for irire over public highways. The term includes “agents”, “freight forwarders” and
“owner-operators” if they are under contract to haul property.
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THE CITY OF SEATTLE

DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-481
(f)- “Owner-Operator’-—a person that leases motor carrier equipment with operators to motor

carriers under federal or state leasing rules pertaining to motor carriers. It does not
include persons leasing mctor carrier equipment without operators.

(9) “Picking up"—means taking the first initial possession of freight or property by the motor
carrier. Transfers between agents, motor carriers, or freight forwarders constitutes a
“pick up,” whereas transfers between transportation equipment owned by the same motor
carrier does not constitute a “pick up”. Generally, “picking up” is the beginning of the
transportation for that particular motor carrier. A motor carrier contracting with another as
a subcontiractor is “picking up” when it first takes possession of the freight or property.

(h) “Public highway’—every street, road, freeway or highway in the State of Washington.

Measure of the tax on Motor Carriers of property for hire. Persons engaged as a motor
carrier within the City of Seattle are subject to tax pursuant to section 5.45.050(F) (motor
carriers). The gross income of such person that is subject to tax shall be the gross income
received from the transport of freight picked up in the City of Seattle, regardless of where the
business was solicited, and regardless of whether the person has an office, terminal or place of

business within the City.

Taxing Authority. The act of “picking up” property or freight within the City creates a “nexus” for
taxation and requires the person to maintain a business license and report all 2pplicable taxes.

Measure of the tax on ancillary activities and commissions. Motor carriers engaging in
ancillary activities shall separately record and report the gross income from such activities under
the “service and other” business tax classification (SMC 5.45.050(G)). Brokers earning
commissions by arranging the transportation between the shipper and the motor carrier shall
report those commissions under the service and other business tax classification. Gross income
from ancillary activities and broker commissions are subject to the revenue assignment provisions
contained in SMC sections 5.45.075 and 5.45.080.

Exemptions and Deductions.

(a) Interstate Trucking. A deduction is allowed in the amount of the gross income received
by a motor carrier from the transportation of property picked 1. within the City of Seaitle
and delivered by the motor carrier to a point outside the State of Washington. A motor
carsier that does not transport the property across the state boundary is not entitled to a
deduction, even though the freight is destined for, and is uitimately transported, outside
Washington. The contract maintained by the motor carier shall determine whether the
haui is deductible. Such contract may be with a shipper, carrier, consolidator, logistics
firm, or any other person or party, provided that the motor carrier is required to transport
the freight to a location outside the state. Freight forwarders, agents, and owner-
operators are eligibie for this deduction where the requirements of this section are met.
The fact that the goods themselves are being transported under an interstate “through bill
of lading” will not suffice as proof that the carrier was responsible to fransport the goods
across Washington State boundaries. (See section (7) for document requirements to

substantiate the interstate haut).

(b} Empty Containers as part of a round trip haul. In computing the tax imposed by SMC
5.45.050 (F) there may he deducted from the measure of the tax the amount of gross
incoma from the transport of empty containers picked up in the City if 1) a loaded
container transported from outside the City is exchanged for the empty container at the
time of pick-up, and 2) the transport of the loaded container and empty container are billed
to the custormer as a round trip charge. Any charge for picking up and transporting an

-2-
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMEN7ING SEATTLE BUSINESS TAX ORDINANCE
RuULE 5-481

empty container that is not part of a round trip billing or represents a one-way haul of an
empty container is subject to the motor carrier tax.

The intent of this subsection is to permit a deduction for empty containers consistent with
the measure of the tax in section (3) above. This deduction is intended to apply where a
driver picks up a loaded container outside the city, delivers it tc a location inside the City,
and picks up an empty for the rewrn trip. The location of the delivery of the loaded
container and pickup up of the empty need not be identical, but must be within the City.
The location where the loaded container was picked up outside the City and the location
of delivery of the empty container must also be within the same city or location, and both
hauls (loaded and empty) billed as a round trip charge to the same customer.

(c) Revenue from “pick ups” outside the City. All revenuss generated by transportation or
moving of property which is picked up outside the City and delivered within the City or
elsewhere shali be excluded from the measure of ihe tax regardless of where the
solicitation of the business activity took place. :

Documentation required for Exemptions and Deductions. For each haul, the motor carrier
{inciuding agent or owner/operator) must maintain doci:mentation showing the place of pick up
and place of delivery for which the motor carrier is responsible. All forms substantiating the
points of pick up and delivery, and whether or not the transportation was an interstate haul may
be in paper or in electronic form. Such forms or decuments must clearly substantiate where pick
up occurred and, if the delivery was made o a point outside the state, that the motor carrier was
required to transport the gooris to the location outside the state. Valid documentation may
include: billing documents, bills of ladi.g, master agreements, price lists, shipping contracts,
interchzy receipts, delivery receipts, authorizations. work orders, interstate authority
documentation, lease agreements and other documents showing the facts associated with the
haul. Some of these documents, by themselves, will not be sufficient to prove an interstate
deduction. The primary documents examined will be the invoize or billing document and the
motor carrier’s own bill of lading along with any contractua! documents. e

Handling of solid waste, construction/demolition landfill (CDL) or garbage. A person
contracting to collect garbage, CDL, or solid waste (including any transportation, handling or
processing of such material) is subject to the utility tax. A person that subcontracts with the
“collector” to haul solid waste, COL or garbage on behalf of the collector shall be deemed to be a
motor carrier and subject to the business and occupation tax under the service and other

~ classification for pick ups of such materials inside the City. :

Examples. The following examples show how the above rule will be applied:

(a) Barge Lines, Inc., who has a single terminzl ased in Seattie, contracts with a seller to
haul freight from Seattle to Anchorage, Alaska. Barge Lines picks up the freight in
Seattle with its own trucks and delivers the freight to Barge Lines' barge, which hauls the
freight to Alaska. Neither the pick up leg nor the line haut is taxable, since Barge Lines is
responsible for, and does take goods across state lines. )

(b) Same facts as example (a) above, except the pick up in Seattle is made by a trucking
subsidiary of the Barge Lines. Subsidiary is taxable on the Seattle pick up leg since
Subsidiary does not take the goods across state lines. Barge Lines is exermpt, since

separate entities are taxed on their own activities, not that of the parent or affifiated entity.

(c) A motor carrier contrects to haul goods from Seattle to Alaska, invoices the seller, and
issues a bill of lading showing these points. The motor carrier picks up the freight in
" Seattie and hauls it to an unrelated barge iines in Bellingham, who then hauls the goods
to Aiaska under a subcentract with the motor carrier. Since the motor carrier has

3.
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-481

contracted and is paid to haul the goods to Alaska, and the barge lines is acting as
subcontractor to the miotor can.ar, then the motor carrier is taking the goods across the
state lines and the interstate deduction applizs to the motor carrier's revenues for the
shipment.

A freight broker with a singlv office in Seattle arranges for transportation tetween various
points in the country, including Seatile. The shippers and carriers are in different states.
The broker's job is arranging the transportation; the broker does not issue a bili of lading.
The broker collects the price of the move from the shipper, pays the carrier, and keeps
the difference. The transportation broker is merely brokering the transportation activity
and therefore is taxable on its commission income or the difference between contract
price and transportation costs. The transportation broker may not use the interstate
deduction since it is not a motor carrier. Transportation brokerage is a local activity. To
the extent such activity takes place within Seattle, it is taxable under the service and
other business tax classification. If the freight broker's only office was located outside
Seattle, its gross revenues would not be taxable. o

-A freight forwarder with a terminal in Seattle contracts with, and invoices a shipper

(seller) to haul a shipment to Los Angeles. The forwarder picks up the shipment in
Seattie with its own truck, and hauls it to the forwarder's terminal. A subcontract carrier
(another motor carrier, agent, or owner-operator) hauls it to Los Angeles. The freight
forwarder and the subcontract carrier are not taxable since both are contractually
responsible for getting the shipment across state boundaries.

A full load motor carrier contracts to haul goods from Denver to Bellingham. The carrier
hauls the load from Denver to Seattle, where it is given tc a subcontract carrier to haul
from Seattle to Bellingham. The motor carrier is not taxable, but the subconiract carrier is
taxable for the haul from Seattle to Bellingham. '

ABC Household Goods Mover, who is an agznt of XYZ Van Lines, executes a contract
and bill of lading on behalf of XYZ with a Seattle homeowner to move the homeowner's

- household goods from Seattie to Phoenix. XYZ Van Lines is the motor carrier named in

the bill of lading. ABC provides a van, loaas the goods, and hauls them fo ABC's
warehouse in Washington. The goods are then picked up by an owner-operator of
another agent of XYZ Van Lines, who hauls them to Phoenix. XYZ Van Lines is the
motor carrier and receives the interstate deduction. ABC is taxable on its haui to the
warehouse because it has not crossed, or contracted to cross, a state border.

Same facts as example {g) above, except ABC also hauls the goods from its warehouse
to Phoenix with its own driver (employed or owner- operator). ABC is not taxable
because it has transported the load across the border. An Owner-Operator driver would
also not be taxable for the same reason.

A regional motor carrier coniracts to pick up goods in Salt Lake City and deliver the
goods to Vancouver, WA. The carrier hauls the goods to Seattle where they are
transloaded into a delivery truck belonging to the regicnal motor carrier for delivery to
Vancouver. The entire haui is not taxable because the freight was picked up in Salt Lake
City and changes in equipment or intermediate stoppages and storage does not change
the place of pick up as long as the goods are traveling under one invoice and one bill of
lading by the same carrier.

A dump truck operator hauls excavated material from a construction site in Seattle to
another construction site in Woodinville. The haul involves a transportation service, and
a Seattle pick up, and is thus taxable. If the load had been picked up outside Seattle and
delivered in Seattle, there would be no Seattle pick up and thus no tax.

-4
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A motor carrier with a Seattle terminal or office picks up freight in Kent and hauls it to
Everett. There is no tax because there is no Seattle pick up.

A regional, less-than-truckload, carrier contracts and invoices to haul a shipment from
Seattle to Billings, Montana. It interlines (subcontracts) the shipment with another
regional carrier in Spokane who then continues the shipment to Billings. Both carriers
are not taxable because both have contracted to cross the border. The interline carrier
coniracts to cross the border when it agrees to transport the shipment from Spokane to
Billings.

Same facts as example (1) above, except a national carrier is designated as the carrier on
the bill of lading. (The national carrier is then presumed to be the entity that contracted to
ship the goods from Seattle to Billings.) The national carrier then subcontracts with the
two regional carriers. The originating regional carrier is taxable, because it has not
contracted to cross the border (only from Seattle to Spokane). The second regional
carrier is not taxable because it has contracted to haul the goods across the border, and
also did not pick up the goods in Seattle.

" A carrier picks up a loaded container at the Port of Seattle and drops it at a customer's

location in Kent. The customer unloads the contairer and the next day the carrier picks it
up and returns it to a container yard inside the Port of Seattle. The carrier bills the
steamship lines for the round trip. The entire round trip charge is taxable because the
pickup of the loaded container was rnade inside Seattle. It makes no difference who was
billed, or that the empty container was picked up the day after the loaded container was
delivered.

A carrier picks up an em.pty container at the Port of Seattle, hauls it to a customer's
location in Tukwila, drops the empty, picks up a loaded container in Tukwila for the
customer, and hauls it to the Port of Seattle. The carrier bills the customer for the round
trip. The round trip is not taxable, because the loaded container was picked up outside
Seattle. It makes no difference that the empty container was picked up in Seattle,
because the empty and loaded containers were billed as a round trip.

Same facts as example (0) above, except the carrier invoices the customer separately for
hauling the empty container and the loaded container. The revenue from transporting the
loaded container is not taxable because the pickup occurred outside Seattle. The
revenue froin transporting the empty container is taxable because the pick up was inside
Seattle and by invoicing separately it is presumed that the hauls were under separate
contracts.

ABC trucking signs a contract with the Smiths to move their furniture from Seattle to
Vancouver, WA. As part of the agreement the Smiths desire to move out of their present
home and wait for three weeks before the furniture is delivered to their new home in
Vancouver. The packing, loading, and three weeks of storage is part of the move and is
taxed by Seattle under the Motor Carrier classification because the pick up took place in
Seattle. If the Smiths were moving to Portiand, OR then the entire contract amount is
not taxable since the move is an interstate move and ABC was required to deliver the
furniture outside the state. If the storage period were longer than one month, then the
storage charges would be considered an anciliary charge and taxable under the “service
and other” business tax classification.

XYZ trucking is located in Tukwila and contracts with the Smiths to pack, load, and store

their property, while ABC trucking contracts to mave the property. Since the packing and
loading occur in Seattle, XYZ trucking is taxable under the “service and other” business
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tax classification on these ancillary activities. If the storage by XYZ *akes place in
Tukwila, the storage charges would not be subject to tax in Seattle. Since ABC trucking
is still making the haul from Seaitle to Vancouver via the storage warehouse, the haul
would still be taxable in Seattle since nick up occurred in Seattle.

Effective: July 15, 2005
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DIRECTOR'S CERTIFICATION

I Kenneth J. Nakatsu, Director of the Department of Executive Administration of the City of Seattle, do
hereby certify under penalty of perjury of law, that the within and foregoing is a true and correct copy as
adopted:by the City of Seattle, Depariment of Executive Administration.

~.DATED this 75~ /g day of July, 2005.

.CITY OF SEATTLE,
~aWashington municipality

By:

Kenneth J. Makatsu, Director
Department of Executive Administraiion
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STATE OF WASHINGTON - KING COUNTY

--88.

183300 ‘ _  No.
CITY OF SEATTLE:Revenue & .
Affidavit of Puolication

" The undersigned, on oath states that he is an authorizzd representative of The Daily Journal of
.Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continucusly as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12% day of June, 1941, approved as a legal
newspaper by the Superior Court of King County.

The notice in the exact form annexed, was publisted in regular issues of The Daily
Journal of Commerce, which was regularly distributed to its subscribers during the below stated period.

. The annexed notice, a

- CT:RULE MAKING HEARING

was published on

372172005
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DIRECTOR’S RULE = i
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Sales of precious metal bullion and monetized bullion. =) 5
, N Y ']

Introduction.. This rule defines the terms “precious metal bullion” and “monetized ﬁﬂlion,"
explains the business license tax deduction that applies to retail and whoiesale sales of these
items, and provides examples of those types of sales that qualify for the deduction. This rule
also explains the applicability of the business license tax on. those who sell precicus metal
bullion and monetlzed bulhon ona commission basis.

Deflmtlons

(@

(b)

The term, "precicus metal bullion,” as defined in SMC 5.30.64C, means “any precious
metal which has been put through a process of smelting or refining, including, but not
limited to, gold, silver, platinum, rhodium, and paliadium, and which is in such state or
condition that its valuie depends upon its contents and not upon its form.”

The term, "monetized bullion,” as defined in SMC 5.30.040, means “coins or other
forms of money manufactured from gold, silver, or other metals and heratofore, now, or
hereafter used as a medium of exchange under the laws of this state, the United States,
or any foreign nation, but does not include coinis or money sold to be manufactured into
jewelry or works of art.

Business License Tax.

(@

®)

Amounts received as commissions upon sales of precious metals by dealers, brokers,
and other seiling and/or buying agents who sell or buy precious metal builion or
monetized bullion for the accounts of customers are subject to the serwce and other
activities classification of business license tax. ks

Deduction for sales at wholesale or refail. Pursuant to SMC 5.45.100(N), in computing
the business license tax, there may be deducted from the measure of the tax amounts
derived from the sale at wholesale or retail of precious metal bullion and monetized
bullion. This deduction applies equally to sales of precious metal bullion or monetized
bullion transferred through documents of ownership, ceriificates, confirmation slips, or
other indicia of ownership.

Examples.

(@

Precious metal bullion.

(i) Sales of processed or i -fined precious metai valued solely upon the content
thereof, whatever its form, are not subject to tax. This includes processed
nuggets, bars, sticks, dust, and other processed forms of precious metal. For
example, sales of gold or silver in raw, refined forms to dentists, laboratories,

jewelers, and other p ersons, for their own consumption or for resale are not .

taxable.

(i) However, sales cf precious metal which has been manufactured or further
processed into any form which determines or adds to the value thereof are: fully
taxable. For example, sales of jewelry items, medallions, artworks, and other
items, the value of which is dependent u pon more than the mere content of
precious metal therein, are subject to wholesaling or retailing business license
tax, whichever is applicable.

e ol B’ 1R

"INTNADCQ THL 40 ALNVAD 3HL 0L 3NA 81 41

B T R W T I T Y T T U T Ny e T T



(b)

0]
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(iii)

THE CITY OF SEATTLE
DIRECTOR’S RULE
- IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-523

Monetized bullion.

Sales of metal money, in coined or other form, which is recognized as a
medium of exchange in the financial marketplace, are not taxable.

However, sales of coin or money, whether or not recognized as a medium of
exchange, to jewelers or other persons for the purpose ‘of manufacturing
jewelry or artwork therefrom are fully taxable.- For example, sales: of coins for
necklaces or to be used <s buttons or in paintings or painting frames are
taxable. :

To receive a deduction for sales of coins or metal money, persons who
knowingly sell such things to buyers who are regularly engaged in the business

of manufacturing jewelry or works of art must take a written, signed, and dated"

statement from. such buyers that the coins or metal money are not being
purchased for use in manufacturing jewelry or works of art.

Effective: July 15, 2005 -
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’ THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE

RuULE 5-523

DIRECTOR'S CERTIFICATION

| Kenneth J. Nakatsu, Director of the Department of Executive Administration of the City of Seattle; do
nhereby certify under penalty of perjury of law, that the within and foregoing is a true and correct copy as
adopted by the City of Seattle, Department of Executive Administration.

DATED this /5”77 day of July, 2005.

CITY OF SEATTLE,
a Washington municipality

o Sm®

Kenneth J. Nakatsu, Director
Department of Executive Administration
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STATE OF WASHINGTON - KING COUNTY

~~88.

183390 e Ne.
CITY OF SEATTLE:Revenue & ' -
- Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12" day of June, 1941, approved as a legal
newspaper by the Superior Court of King County.

- The notice in the exact form ahnexed. was published in regular issues of The Daily
Journal of Commeice, which was regularly distributed to its subscribers during the below stated period.
The annexed notice, a . SELE
"~ CT:RULE MAKING HEARING -

was publ_ishcd on

3/21/2005
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Seatﬂe Rule 5-530

(1)

(2)

(3

"\
Amounts derived from the sale of real estate or from the rentat of real estate are eiﬂjﬂptf:’ L

THE CITY OF SEATTL*. o

DIRECTOR’S RULE U e
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE &= 0
RULE 5-530 o ' ®T
oI e
Sale or rental of real estate, license to use real estate. A o O

Ca % //\\

from taxation under the business license tax. Sales of real eslate are subject to the Real Estaten

Excise Tax (REET) as contained in RCW 82.46, and not subject to the business license tax.

e

Amounits received from a lease or rental of real estate are those amounts where the lease or
rental of real property conveys an estate or interest in a certain designated area of real property
with an exclusive right in the lessee or renter of continuous possession against the world,
including the owner, and grants to the lessee or renter the absolute right of contro!l and
occupancy during the term of the lease or rental agreement. An agreement will not be construed
as a lease or rental of real estate unless a reiationship of “landiord and tenant” is created thereby.
It is presumed that the sale of lodging by a hotel, motel, tourist court, etc., for a continuous period
of thirty days or more is a rental of real estate. It is further presumed that all rentals of mini-
storage facilities, apartments and leased departments constitute rentals of real estate. The rental
of a parking space, boat moorage slip, or an airplane hangar/tie down site is presumed to be 2
rental of real estate only if a specific space, slip, or site is assigned and the rental is for a period
of thirty days or longer.

License to use real estate is taxable. A license to use real estate grants merely a right to use
the real property of another but does not confer exclusive contro! or dominion over the same.
Usually, where the grantor/owner conveys only a license o use, tha owner controls such things
as lighting, heating, cleaning, repairing, and opening and closing the premises. Amounts derivad

" from the granting of a license 1o use raal property are taxable under the seivice business license

tax classification unless otherwise taxed under another classification by specific statute, e.g., sale
of lodging taxed under retailing. (See 5.45.050 (G) and SMC 5.30.050, respectively). Further, no
exemption is aliowed for amounts received as comimissions for the sale or rental of real estate
(SMC 5.45.090 (T)), nor ior interest received by persons engaged in the business of selling real
estate on time or instaliment contracts unless the coniract is secured by a first mortgage.

. Distinguishing rental or lease of real propeity and a license to use real estate. For

purposes of distinguishing the lease or rental of real estate from tite granting of a license to use
real estate the Department will be guided by the following principles.

(a) it will be presumed that a taxable license to use or enjoy real property is granted in the
rental of, including but not limited to, the following:

(i

(i1)

(iii)
(iv)
W

(vi)
(vii)

(viii)

Hotel rooms (for periods of less than 30 continuous days; sce Seattle Rule &-
720).

Motels, tourist courts and trailer parks (for periods of tess than 20 continuous
days; see Seattle Rule 5-720).

Cold storage lockers.

.Safety deposit boxes and private mail boxes.

Storage space--unless the period is for longer than 30 continuous days and the
renter or lessee has access to the storage space or storage unit at ali times and
controls access to that space against all others (see Seattle Rule: 5-700).

Space within park or fair grounds to a concessionaire.

Hairdressers, barbers, or manicurists who lease space within another business
(see Seattle Rule 5-132 Leased departments).

Use of boat launch facilities for recreational purposes.
-1-
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THE CITY OF SEATTLE ’
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
- RULE 5-530 ‘

(ix) Space on a building, or other real property, for the attachment of advertising
signs, including for periods in excess of 30 continuous days. .

(4) ‘Hotels, motels, etc. SMC 5.30.050 B (3) (f) specifically defines services of a hotel, motel, or
similar businesses as being retail sales (with some exceptions such as telephone services).
Thus, the rentals of meeting rooms, display rooms, games rooms, or ball rooms are retail sales
when rented out by such businesses. Persons who are not in the business of selling lodging are
taxable under the service classification on income from the rental of meeting rooms.

Effective: July 15, 2005
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THE CITY OF SEATTLE
- DIRECTOR’S RULE

iMPLEMEN’I‘ING SEATTLE BUSINESS TAX ORDINANCE
- RULE 5-530 B

DIRECTOR'S CERTIFICATION

| Kenneth J. Nakatsu, Director of the Department of Executive Administration of the City of Seattle, do
hereby cerlify under penaity of perjury of law, that the within and foregoing is a true and correct copy as
adopted by the City of Seattle, Department of Executive Administration.

DATED this - /3 77 day of July, 2005.

CITY OF SEATTLE,
a Washington municipality

o SmF L

Kenneth J. Nakafsu, Director
Department of Executive Administration
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STATE OF WASHINGTON - KING COUNTY

--88S.

183390 ' _ No.
CITY OF SEATTLE:Revernue & : T
' Lo Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more thar six months prior to the date of publication hereinafter referved to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12 day of June, 1941, approved as a legal

newspaper by the Superior Court of King County.

g The notice in the exact form annexed, was published in regular issues of The Daily
Journal of Comraerce, which was regularly distributed to its subscribers during the below stated period.

The annexed notice, a
CT:RULE MAKING HEARING

was published 6n

3/21/2005
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i Notary pyblic for the State of Washington, V i
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State of Washington, King County
f..(;lty of Seattle

: |nd O
Selule Bu!e 6:127 Bnlel tonnd b;r tber

NOTI CE 0!‘ PEOPOSED RULE
MAKING HEARING AND
OFPORTUNITY TO COMMENT

The Directer of Finance, acting n.nder

the :ulhanty of Seattle Municipal Code

Chapters 8.02 and 5.55, pronoses to ado,

new rules for 1mplemenh the B:aa
*“Bisiness and Occupation Tax (!'dlmnnu
Beattle, Municipal Code, Chapter.. 5.485).
Jeage note that although thexe rules are
applicabl> to. BMC §.45, the individual riiles

C5. $
Code), SMC 5.40 (Admissiona Tay), 8M
5.48 (Business Tax -- Uulmes) and EMCB.| 52
(Gambling Tex). The following rules are pro-
posed for adoption and mll becone eﬂ'ed.!ve
suof April 30, 2005

. Geattle Ruls 5-005 -7
*. 'Filing -ind Pnyment

Bﬂ.urn B

Geattle| Rulc B- 001 -- Penalties

Snlt!e Rule 5.031 - Muaure nf'l‘nx .-
Retailers end Wholesalera® *

" Beattle Rule 5-03% -~ Measuve &f Ta --

- Bervice and other business astivities .

. Bcattle Rule 6- 085

“ Delivery Chngu K

{ Beattle Riilé 5-040
M unbum lmﬂh

Y Seittle Mle 5 065 -- Rel.urnz'l sondl.

nl!mnmu :uhducoun

Biate of thmgton, countiss, citize,
- echool districts; and munisipal subd

- m._l‘oéﬂen tax megwiLrel

Snf.tle Rule 5- 132 Z Lenuﬂ depnt-

Page 2 of affidavit

Seattle Rule 5- 133 -- Wunlmel and
muulemnee memen

calt . Ru 2‘5 702 = Com op:rned

"end service machines R
+ Beattle Rule 5.404 -: Enlel of menll

Seattle Rule 5-405 - Ruuunnu. cock-
il barn, taverns and similar businass.

Bunle Rula 8- 530 Sn]e or unul of
- realestats, license to use real estate

-521 < Bales of rea] -
mbe.r. mnenl-‘ mm

 Seattle Ruie 5532 - Real e.mehmkm
snd salesman -

. Beattia R 5600 - Edufitional insts:

iy schoal di nm
Zationa, and private ochools’,

Seattle Rule §-700. --
Recre d ¥
i

Senttlé Rnle 5-720 Hnull motell.
onrgng houul. ‘rosmin L]

Amu-emen!.
Scnl aneu

DL

. Aqﬂixulus 7 doo advann-
. ing. gdmmnn‘dxlplly services’.

PUBBC HEABJHG A{JD (i%mWBN'I“

of Bxecotive {nistra-

tioh, hifﬁbedul .4 pubdlic besring on t.!:e

ropé-edrulech < !or!Wp.m.toSW
p.m.. on Hondny nl 4, 2005, The

0e roomm on the 4

ﬂ ?.he mgMnmcny-l Tower, Suite
4095. Tocated at 700 5th Avenue. All interesi.
ed persons are-invitéd to presevs data, views,

or argluments, with nnrd to the pmpoud
rules, oraily st the heari ng, or | in wnun; at
or before tbe hearing. -

Written commau .hnuld be mnled or

dehvr.?e

Depuhnent of Execuﬂvc Admlnh-

. tration, Attn.: Mel McDonald,
Director, Revehue and Conmner
Affairs, 700 5th Avenue — Sulte 4250,
. Benttla, Wh.hin'ton BR10E-502D.

“The public mey inapéct mplau of the pro-
posed rules at the Revenus and imer
Affairs offices, 700 5th Avenue, Buite 4200
If you would like a.copy
please call (206) su saoo. BPA. (208) 684, -

70, email ‘rcabizlictx@ciseattle.ws;ts,
o{’;umm a wntten requut to (.he address
abgve. -

- Dated: Mn-ch 21 20
DWIGHT D. DIVELY

Director, Dep-rtment of annee o
Dnte aépubh.ltmn in the Seattle Daily
mnmezu, , 21, 2008,
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'THE CITY OF SEATTLE ) :
) DIRECTOR’S RULE :
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
o RULE 5-531 s . %\ <
-

Lz Tl i e

Seattle Rule 5-531 Sales of real property, standing timber, minerals, natural resources. & Q\? :
| | = R S V)

(1) -Amounts derived from the sale of real estate are not subject to tax under the business Iicen@’{ax:’% ’5/\
However, no exemption is allowed where a mere license to use real estate is granted (see Séélgle B c;q
Rule 5-530). Further, no exemption is allowed for commissions received in connection with sais oF(‘p e

real estate or for interest received by persons engaged in the business of seliing real estate on time > i

! _ or installments contracts; see SMC 5.45.090 T and Seattle Rule 5-530 and 5-532. :

(2) Sales of standing timber, minerals in place; and othe: natural resources in place are sales of real
estate, and are not subject to tax under the business license tax. : g

(3) - Timber, minerals, and other natural resources, after being severed from the real estate, lose their
identity as real property, and sales thereof after severance are subject to the provisions of the
business license tax. :

(4) Any person who cuts timber, or who mines or quarries minerals, or who takes other natural resources
from their own land is subject to tax as an extracior under the business license. (See Seattle Rule 5-
100). :

: , Effective: July 15, 2005
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j THE CITY OF SEATTLE 2t
DIRECTOR’S RULE -
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-531 = i
DIRECTOR'S CERTIFICATION. : '

! E(énneth J. Nakatsu, Director of the Department of Executive Administration of the City of Seattle, do
hereby certify under penalty of perjury of law, that the within and foregoing is-a true and correct copy as
adopted by the.City of Seatile, Department of Executive Administration. -

DATED this (§ v day of July, 2005.

CITY OF SEATTLE, AR
' aWashington municipality -~ TR }
B : By: /%W%, ‘&
; Kenneth J. Nak#isu, Director : ey
Department of Executive Administration S %
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~ STATE OF WASHINGTON ~ KING COUNTY

--88.,

183390 ' , No.
CITY OF SEATTLE:Revenue &
' : Affidavit of Publication

The undersigned, on oath staies that he is an authorized representative of The Daily Journal of
.Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Scatile, King County, Washington, and it is now

- -and during all of said time was printed in an office maintained at the aforesaid piace of publication of this
newspaper. The Daily Jouma! of Commerce was on the 12% day of June, 1941, approved as a legz!
-“newspaper by the Superior Court of King County.

3/21/2005
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: - The notice in the exact form annexed, was published in regular issues of The Daily
Journal of Commerce, which was regularly distributed to its subscribers during the below stated period.

The-annexed notice, a

CT:RULE MAKING HEARING

" was published on
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State of Washmgton, ng County

v Clty of Seattle

ND"ICB OF PBOPOSED EIJ
MAKIN HEARING AND -
OPPORTUNITY TO ENT

The Director of anm:c. ncuu under‘
the authority of Senttle Municipal Code
Chapters 8.02 and 5.35, proposes 1o adopt

new rules for implementing the Sea
" Biisineas_and Occnpation Tn Ordl?“) oo

{Beattle. Municipal Cude;

Please note that .1\1!.!:9111‘e thue rulu are
applicable to SMC 5.46, the individual rules
oy also apply to other d\nptal of the City's
Tax including, biit -not limited to,
EMC 5.30 (Deﬁmhmu MC 5.32 (Revmue
ade) BMC 5 40 {As

8 (Busi Uti
Gnmbll T 'ﬂ)efnlbw nlrulum p:o-
( posed inrn‘ndn.:t)inn snd wlﬂihewme etfechve
a8 o( April 22, 200

. Seattle Rule 5 006 -
*Filing and Plyme;xt

Seattle Rule 5 -031 - Muuue of Tu -
Retailers and Wholesale

*. Seattle Rule 5-032 = Menure_ f

pmdunb

Seaule Rale- -127 = Snlec to md bytbe

# Bnnle ule 5:130 - Belling price --
Advertued pmu includmg 28 tax

wweiﬂ‘e

men
By

Senr.tle Hulé 5160 - Extrasting n.uu-xl

-. State of Washiagton, coanlies, eities, "
. districts; and mumcnpnl n.\bdm-

Sel(tle Rule 5- 132- Lened depart-

Page 2 of aifidavit

Seutle.Rule 5-133 .- Warranties uui
mum‘ agr

) Senule Riite 5- 702 - Cnin onernted
-vending machines; mulemem devlcen
and service inachinzs -

-+ Beattle Rule 5-404 - Blle! of meals

"’ Beattle Rule 5-4U5 .- Reatourants, " eocke
10 il bnu. tlvem und lumlnr buamen

 en i) >
Selltle Ru.le 8- 431 MoLnr urnen kS
4 Teuek v'-;' : SR

B Selule‘Ruln 5-580:- Sale or renhl of
mluuu, license tounetezﬂmn

Snmellu]e 532 :Rulemteb e.r!
: ?ndldemu )

00’ Edusational ] uuu-
{utions, mhml dutncu. nudenz ounm
unnu. and private schoals

i - Beattle Rule 5-700, --
Reeren n, and P.hyn

muument
1 Fn'xeu

. 'Belule Rule 5-720 - Hotel
. ;bondm[ hnnul. rogmin,

+ ra vu-ﬁ.-
i m;_ niverur ming display Services .

ximmm; AND couurm
ui" iheduled 4 pibhs mamipisten:

ed & id on
prwdud rule l:hnn;upﬁf 1:00 . t0 3:00
Pp.ms., 00 and.)c.‘:%:l 2005. Th:

tbe i

4026, located st 700 5th Avenur. All & intereat-
ed persohs are invitéd to present data, views,
or argurments, wiih regard to the p. ped
ruleq, orally at the haaring, or. in emhn; at
or before lhg hearing. -

Written comi
dehvmdto e

Departmsat of Exacntlve Admlnl:-
. tration, Attn.: Mel McDonald,
Director, Roventis and Conaumer
Afiairs, 700 5th Avenue — Sufte 4250,
. Baattls, th!nmn lsuu-suo.

“The pubhc mny mspeet Copies of the pro-
posed rules at the Revenue and Consurner
Affaire offices, 700 5th Avum:. Buite 4200
If you would like & copy
pleue call (206) 684 5 saoo lr (206) N

6170, email rcg.bulmhﬁcx_aentue wi:ng,
o;:uhrmt . \vm £n nq w tbe lddren
sbove :

- Dated: Mareh 21, 2005,
DWIGHT D, DIVELY. o .
Director, Depanmint of Finnnce,
- Date of publicaticr in the Seattle Daily
Ji of Cmnm, Maseh

21, 2065,
£21{3300)

“EINIMAAOA 01 20 A LT e T M b =mer o) o



ey ) P

THE CITY OF SEATTLE

DIRECTOR’S RULE ) <,
IMPLEMENTING SEATTLE BUSINESS TAX G RDINANCE A /j;‘;‘,
RyLE 5-532 o F P G
A TN (.{\2\(\\
Seattle Rule 5-532 Real estate brokers and salesman. /Z -0 ‘*7_ \O
r A
(1) Definitions. % @
i : o (33
(a) The terms "real estate broker” and "real estate salesman" mean, respectively, a person <

licensed as such under the provisions of chapter 18.85 RCW. A real estate broker is a
person licensed by the State of Washington who acts for others, for commissions or other
compensation or acting on their own hehalf, sells or offers to sell, lists, buys or offers to
buy, negotiates or offers to negotiate, real estate, business opportunities or mobile
homes, or any interest therein. A real estate salesman is a person who works either
directly or indirectly for a real estate broker in the performance of any of the acts
permitted to a real estate broker.

(b) - The term "gross income of the business” includes gross income from commissions, fees
and other emoluments, however designated, which the person receives or becomes
-entitled to receive, but does not include amounts held in trust for others SMC 5.30.035
(D) (“gross income of the busmess" defined). 2

(2) ' Business License Tax.
(a) A real estate broker is engaged in business as an independent contractor and is taxable

under the service and other buaness activities clas.sn~ cat:on upon the gross income of
the business.

(b) ~ Areal estate salesman is presumed to be an independent contractor and is taxable under

- the service and other business activities classification upon the gross income of the
business. :

(c) Except as expressly provided for in this rule, no deduction or exclusion fromi gioss

-income for real estate brokers or salesmen is allowed. For example, you may not deduct
cominissions, fees, salaries paid to another breker or salesman, dues, any charges to
others, referral fees, or fees paid to multiple listing associations.

(3) Tax on Real Estate Commissions.

(a) The measure of the tax on real estate commissions earned by a real estate broker is the
gross commission earned by the particular real estate brokerage office including that
portion of the commission paid to salesmen or associate brokers in the same office.
Where the hroker has paid the tax on 100 percent of the gross cornmission earned by
that office.frcm a particular transaction, salesmen and associated brokers in the same
office are not required to pay tax on their share of the commission from that transaction.
Where the brokerage office at which the real estate salesmarn or associate broker’s
license is required to be posted has not paid the tax on 100 percent of the gross
commission earned by that office on a particular transaction, each reai estate salesman
or associated broker who receives a share of the gross r 'mmission shall pay tax on his
or her share.

(b) Wherze there is an agreement between an originating brokerage office and a cooperating
brokerage office to effectuate a particular transaction, each brokerage office shall pay tax
oniy upon its respective share of the commission from that transaction (SMC 5.45.020
{AA)). Except as expressly provided in this subsection (3)(b), a broker .iay not exclude
commissions from income.
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-532

(4) Shared Expenses.

R
S Sar 4

(b)

Where a broker charges salesmen or associate brokers for providing space and other

facilities such as telephone, advertising, multipte-listing service, and office supplies, the - S

broker is subject to business license tax on such charges, in addition to the tax on gross
commissions, regardiess of whether a fixed amount per month, a percentage of
commissions, or a percentage of sales is used as the basis for the charges. The
business license tax applies to the charges even if the broker is simply, without markup,
attempting to recover the costs which are incurred by having the salesman or associate
broker within the office. The recovery of these costs does not qualify as a nontaxable
reimbursement unless the broker is acting as the agent of the salesmen or associate
brokers in incurring the costs, and does not have either primary or secondary liability to
pay the provider of the supplies or services. See SMC 5.45.040 (C) for provusuons
governing the exclusion of advances and reimbursements. - -

A broker may enter into written agreements with salesmen or associate brokers where it
is agreed that the broker is solely liablc for all expenses incurred by the real estate
brokerage office, and that the salesman or associate broker is under no obligation to
reimburse the broker for expenses. in.such cases, the broker is deemed not to have
received income from the payment of expenses on behalf of the salesmen or associate
broker if, and only if, such written agreement: .

(i) provides that the salesman or associate broker is not entitled to any commission
unless and until the broker has recouped its expenses,

(i) provides that the salesman or associate broker has o liability to pay the broker's
axpenses even if the gross commission is not adequate to pay them; aiid -

(i) contains a predetermined amount of any net commission to which the salesman
or associate broker is entitled, which commission amount may be determined on
a forrnulary or percentage basis.

Effective: July 15, 2005
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuLE 5-532

DIRECTOR'S CERTIFICATION

I Kenneth J. Nakatsu, Director of the Derartment of Executive Administration of the City of Seattle, do

hereby certify under penalty of perjury of .aw, that the within and foregoing is a true and carrect copy as R

adopted by the City of Seattle, Depariinent of Executive Administration. e

DATED this (577 day of July, 2005.

"~ CITY OF SEATTLE,
a Washington municipality

By: /W %///A" —

Kenneth J. Nakat§u, Director
Department of Executive Adm:nistration

A mnlLON. T
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STATE OF WASHINGTON - KING COUNTY -

--S8.

183390 .- No.

CITY OF SEATI'LE:Revcnue & ’ )
Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior te the date of publication hereinafter referred to, published in
the English language continuously as a daily newspagper in Seattle, King County, Washington, and it is now
and dusing all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12" day of June, 1941, approved as a legal
‘newspaper by the Superior Court of King County.

The notice in the exact forrn annexed, was published in regular issues of The Daily
Journal of Commerce, which was regularly distributed to its subscribers during the below stated period.
The annexed riotice, a : : Sk 5

- CT:RULE MAKING HEARING

was publishéd on w

3/21/2005
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', Buuneu and Qccupation

“State of Washmgton, King County

ity of Seattle

NOTICEOF FBOPOSEJ RULE
MAKING HEARING AND
OPPORTUNITY TO COMM

The Due:tor of annu, u:!.m; lu-.der
he y of Seattle N Code

1
Chapteri B.02 and 5.55, proposes to adopt
p “for lmplememl%g the Beat
e e Bty
Seattle. Municipa .
g’luu note that although thase rulee sre
applicable to SMC 5.45, the individua) rules
way ulso upply to othez chapters of the Cnyl
Tex Code, including, but not limited to
EMC 5.30 (Dehmuou). SMC5.3:
Code), SMC 540 (Admiesions Tu: -
5.48 (Busineas Tax ;- Utilities) and SM{
(Gnmbim‘ Tax). The following rtles are pro-
poaed for edoption and wm becoine et!ectwe
3 of April 30, 20C5:

. Beaitle Rule §- 005 -~ Tex Beturnn -
" Filing and Payment
Seattle’ Ruk 00 Puulnu

Seattie Rule 6-031 - Mealure of T;x -
Reumeu and wueuhu

" Beattle Rule 5-03% -~ Measure o('hx -
Servlu and ether busir::as mcti
: Beattle Rule 5-035 --.
% Delivery Clnrxu
. Seattle Rulé 6-040
Muncbuntu trusts.
. Beattle Riile §- 0438
 Business
"'Beatile Rifle 5:088 - Re
lllrmannu, cllh ducounh

Seatdeﬂxﬂes-u’-- Snleltnmdky :
" Btate of Waahington, counties, cities,;
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Seattle Rule 5-600

(1)
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THE CITY OF SEATTLE ’3\ <
DIRECTOR’S RULE. e T
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE . & ) Q\?
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g
/\
schools and child care services. f;;\ 2 (‘«
Introduction. This section explains the application of Seattle’s business license tax to o

educational institutions, school districts, student organizations, and private schools. It also gives
tax reporting information to persons operating nursery schools, preschools, k:ndergartens and
day care.

Definitions. IFor the purposes of this sectior.. the following definitions apply:

(a) The term "tuition fees"” includes fees for instruction, library, laboratory, and heaith
‘ services. The term also includes special fees and amounts charged for room and board
when the property or service for which such charges are made is furnished exclusnvely to
the stuaents or faculty of the institution.

(b) "Educational institutions” means the following:

(i) Institutions which are established, operated, and governed by this state or its
political cubdivisions under Titles 28A (Comron school provisions), 28B (Higher
education), or 28C {Vocational education) RCW.

(ii) WNonpublic schools, including parochial or independent schools or school districts,
carrying out a program for any, or all, of the grades one through twelve, which
have been approved by the Washington state board of education. (See also
chapter 180-90 WAC.)

(iii) Degree-granting institutions offering educational credentials, instruction, or
services prerequisite to or indicative of an academic or professional degree or
certificate beyond the secondary level, provided the institution is accredited by an
accrediting association recognized by the United States Secretary of Education
and offers to students an educational proegram of a general academic nature.
Degree-granting institutions should refer to chapter 28B.85 RCW for information
about the requirement for authorization by the Washington higher education
coordinating board.

(iv) Institutions which are not operated for profit, and which are privately endowed
under a deed of trust to offer instruction in trade, industry, and agriculture.

(v) Programs that an educational institution co-sponsors with a nonprofit
organization, as defined by the Internal Revenue Code Sec. 501(c)(3), provided
that educational institution grants college credit for course work successfully
completed througi the educational program.

(vi) Certain branch campuses of foreign degree-granting institutions provided, the
following requirements, among others, are satisfied:

(A) The branch campus must be owned and operated directly by a foreign
. degree-granting institution or indirectly through a Washington profit or
nonprofit corporation in which the foreign degree-granting institution is

the sole or controlling shareholder or member;

(B) Courses must be provided solely and exclusively to students enrolled in
a degree-granting program offered by the institution;
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(C) The branch campus must be approved by the Washington higher
education coordinating board to operate in this state; and

(D} The branch campus must be recognized to be exempt from inconie taxes-

pursuant to 2R U.S.C. Sec. 501(c).

(vii) "Educational institutions” does not include any entity defined as a "private
vocational school” under chapter 28C.10 RCW and/or any entity defined as a
"degree-granting private vocational school” under chapters 28C.10 and 28B. 85
RCW (other than those described in (b){iv) of this subsection).

"Private schools” means all schools and institutions which are excluded from the above
definition of "educational institutions.” For exampie, an elementary school operated by a
church organization is a "private school” if the school is not approved by the Washington
state breard of education.

Business license tax. Departments and educational institutions of the state of Washington are
net subject to the business license tax. Private schools, student organizations, and educational
institutions which are not departments or institutions of the State of Washington are subject to the
business license tax as follows:

@)

(b)

Service and other business activities. The service business license B&O tax applies to
the foliowing nonexclusive lists of activities or sources of income:

(i)' Tuition fees received by private schools. All educational institutions, as defined
above, may deduct amounts derived from tuition fees. (Refer to SMC 5.45.100

(8).
{ii) Rental of conference facilities to various organizations or groups.

(iii) Rental by private schools of dormitories or other student lodging facilities which
are not generally available to the public and where the student does not have an
absolute right of control and occupancy. (See Seattle Rule 5-530.) However,
educational institutions may deduct the income from charges for iodging made to
students. These amounts are defined by law as being tuition.

(iv) Amounts received by private schools for providing meais to students where the
meals are provided exclusively for students, teachers, staff, and their guests.
However, refer to the comments under retailing for the taxability of meals sold to
guests of students. income from providing meais to students by educational
institutions is deductible.

(v) Amounts received from owners of coin operated vending machines or amusement
devices for allowing the placement of those machines on the premises of the
school.

Retailing. The retailing business license tax applies to the following activities or sources
of income, including but not limited to:

(i) Sales of tangible personal property or services classified as retail sales. This
includes sales of books and supplies to students where these materials are not |
supplied as part of the tuition charge.

(i) Charges for making copies of public records or documents, such as transcripts.
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iii) Sales of meals to guests of students.

(iv) Sales of meals or prepared foods in facilities which are generally open to the
public, including those sold to students. (See also Seattle Rule 404.)

Deductions and exemptions for child care services.

(@)

(b)

()

Day care provided by churches. Gross receipts derived from day care services for ..e
care of children of any age for periods of less than twenty-four (24) hours provided by a
church exempt from property tax pursuant to RCW 84.36.020, are exempt from the City’s
business license tax. (SMC 5.45.090 (B)). :

Day care activities. Gross receipts derived from day care activities for periods of less
than twenty-four (24) hours by any organization which is exempt from taxation pursuant
to Section 501 (c)(3) of the Internal Revenue Code may be deducted from the measure of
the tax. However, amounts derived from selling, altering, or repairing tangible personal

- property are not deductibie. (SMC 5.45.100 (E)).

Privately operated kindergarten. Any fees, dues, or charges made from the operation of
privately operated kindergartens may be deducted from the measure of the tax. (SMC

* 5.45.100 (B)(7)).

Examples. The following examples identify a number of facts and then state a conclusion.
These examples should be used only as a general guide. The tax resuits of other situations must
be determined after a review of all of the facts and circumstances.

(@

(b)

(c)

MN University is an educational institution created by the state of Washington. MN
University operates a bookstore at which it sells textbooks, school supplies, and apparel to
students and non-students. As an institution of the state of Washington, MN University is
exempt from the business license tax with respect to all sales, irrespective that sales are
made to non-students.

DMG College is a degree-granting institution approved by an accrediting association
recognized by the United States Secretary of Education. DMG College is an educational
institution operated by a church. DMG makes charges to its students for tuition, meals, and
lodging. Its bookstore makes sales «f books to students that are not part of the tuition and
fees. It also receives income for r...7.sinnally providing lodging and meals to guests of its
students during the year. DMG also 7:i.-5 its conference and dormitory facilities to various
groups during the summer, providing :afeteria services when needed. The income from
tuition, meals, and lodging received from the students is exempt of husiness license tax
because this entity comes within the definition of an educaticnal institution. The bookstore
sales to students and others are reported under the retailing classification. DMG must
report the retailing business license tax upon the gross proceeds derived from the sales of
meals and prepared foods to the conference atiendees and guests. The income derived
from the rental of the conference and dormitory facilities to various groups and student
guests is subject to the service business license tax. The coliege is not considered as
holding itself out for the sale of lodging to the general public which would classify it as a
hotel and subject to the retailing business tax.

JB College is an educational institution which is not a department or institution of the state
of Washington. JB College has converted five housing units from student use for use by
non-students. Guests of the administration use these units for stays of two or three days,

gy
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and are charged a specific amount per night. The coilege provides linen, towels, etc., to
the users. These units are aiways rented for periods under thirty days. JB College must
report this rental income under the retailing business license tax. This income is not
derived from the occasional rental of student lodging facilities, but is derived from-the rental
of accommodations specifically maintained for public use. 1

(d) Jane Doe operates a private kindergarten, providing care and elementary education for
children. She aiso provides after hours childcare. Jane Doe may claim a deduction for the L
income raceived for the private kindergarten, however, the after hours chiidcare or daycare S
would be taxable under the service and other business activities classification. Non-profit :
501(c)(3) organizations, who provide day care or after hour child care, are allowed a
deduction for revenue received from these services. -

Effective: July 15, 2005
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DIRECTOR'S CERTIFICATION

| Kenneth J. Nakatsu, Director of the D.epartment of Executive Administration of the City of Seattle, do
hereby certify under penalty of perjury of law, that the within and foregoing is a true and correct copy as
adopted by the City of Seattle, Department of Exzcutive Administration.

DATED this /545 day of July, 2005.

CITY OF SEATTLE,
a Washington municipality

Kenneth J. Nakdtsu, Director
Depariment of Executive Administration
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STATE OF WASHINGTON - KING COUNTY

--88.

183390 , No.
~CITY OF SEATTLE:Revenue & ) _
Affidavit of Publication

, " The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a isgal newspaper of generai circulation and it is now
“ and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
* and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on ihe 12 day of June, 1941, approved as a legal
‘newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Daily
Journal of Commerce, which was regularly distributed to its subscribers during the below stated period.

The annexed notice, a
: C'I RULE MAKING HEARING
- was publ:shed on

3/21/2005
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State of Washmgton, King County

Clty _of Seattle

NOTI.CE OF PBOPOSED BULE
MAEING HEARING AND
OPPORTUNITY TO COMM

‘The Director of Finance, uunz under
Eb:. authority :;d R;n;)e Mnmupg .%:d:
terg 8.02 proposes
newprurlza for Amplemtnu%z the Sesttle

" Biisiness and O A% .

Besttle. Municipal Code; Clnptez 5.45).
i’lnle :Me Iln!l.u.llhnuil; rules are
applicable to SMC §.45, the individusl rales
%:xy also apply 0 other chapters d'theu%ny'l

. “BMC
5.48 {Businesa Tax -- Utilities) and SMC 5.52
(Gambling Taz). The follcwing rulu are pro-
posed for adoption end will become effective
ascf April 30, 2005: ) .
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" Filing nd Payment
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R.d.-llenumw
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: Beattle Rule 6-0
Dehverychlrxel

“Seuttle B .'Vlﬂes 063 Returnzd goodl -
lllownm:u u-hducoun . )

Selule Rule'5:127 - Sales tnandbythq
Sute of Washington, countien, cities, -
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I'BC Dlll

N Buttll Bule
- ‘metal bulli

< Be levllule‘ 8-530 2. -Bale or rental of
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Beattle Rule 5.531 :; Bales of real prop-
erty, stand ber, minerals, A

, - “Beaitis Hilé 5600 .. Baudisional instis
. tutinns, school districts ictd, etudent organi-
nnnu,lndpnvnenchooh, I

.. Besttle Rule 5:700 . Amnlement.
. Recnnhnn nmi Phy

Snule Bnle 5. 720 -+ Hotela; nsoteh,
-+ boarding houses;: ‘roomin houul.
- :;m. , Summer campd, trailer ci:

Sel & Rule 5.807 . Ou!dnor ldvnnu-
ma.lnd adverr!ving display services .
PUBLIC HEARING AND COMMENT:
.Executive Administra.
tioh hﬁp::hedxﬂed & public hearing on the
ngag l‘nf 1:00 pim. to 8: 100
y llhqdny, gru €,2005. The
i in &

Anvited to presert data, views,
or argumients, Vll-h nglrd to the p. sed
rules, oraliy at the hearing, or in wrl g &t
or before the hnrm;

Written’ cnmme.nu
Gelivered to:

Den-runent of Execntit. e Admlnll-
. teation, Attn.: Me) McDonsld,
Dlucur. Ravenue and Consumer
Afiairs, 708 8th Avenur - Suite 4260,
Entﬂe. Wial inngton $8104-5020.

“The publid a7 i n-pe-.teopau of theé ; pro-

posed rulu at the Revenue and Consumer
Alffaire oﬁ‘n:en, 700 5th Avemxe. Suite 4200

Ifyou d like & copy of the

pleale call (206) 654 8300, er){?Zﬂs) 684. .
§170, email reabizlictx@eL seattle wa: UTH

or-aubmit & wrm.en requut to  the lddreu

i llld 'be mlxled or

above, .
Dated March 21 2005
DWIGHT L, bIv ELY
Director, Depnn.ment of Fl.unee
Date of publication in the Seattia Daijly
e March 21, 2005,
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E1(183390)
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Seattle Rule 5-700 Amusement, Recreation, and Physical Fitness Services. o
<2

(1)

()

Introduction. This section provides tax reporting instructions for persons who provide
amusement, recreation, and physical fitness services, including persons who receive their
income in the form of dues and initiation fees.

(a)

(b) .

©

Local governmental agencies that provide amusement, recreation, and physical fitness
services should also refer to Seattle Rule 5-127(Sales to and by the state of
Washington, counties, cities, school districts, and other municipal subdivisions).

Persons engaged in operating coin operated amusement devices should refer to Seaitle
Rule 5-400 (Coin operated vending machines, amusement devices and service
machines).

Persons engaged in providing camping and outdoor living facilities should refer to
Seattie Rule 5-530 (Sale or rental of real estate, license to use real estate) and Seattle
Rule 5-720 (Hotels, motels, boarding houses, rooming hauses, resorts, summer camps,
trailer camps, etc...).

Definitions. The following definitions apply throughout this section:

(a)

(b)

(c)

"Amounts derived” means gross income from whatever source and however
designated. it includes "gross proceeds of sales” and "gross income of the business”
as those terms are defined by SMC 5.30.035. It shall also include income attributable
to bona fide "initiation fees"” and bona fide "dues."

"Amusemsant and recreation services" include, but are not limited to: Golf, pool, billiards,
skating, bowiing, swimming, bungee jumping, ski lifts ard tows, basketball, racquet ball,
handbaill, squash, tennis, and all batting cages, day frips for sightseeing purposes, and
others, when-provided to consumers. “Amusement and recreation services" also
include the provision of related facilities sur.1 a3 basketbali courts, tennis courts,
handball courts, swimming pools, and cierges made for providing the opportunity to
dance. The term "amusement and recreation sc:vices" does not include instructional
lessons to learn a particular activity such as tennis lessons, swimming lessons, or
archery lessons. ’ :

“Any additional charge” means a price or payment other than bona fide initiation fees or
dues, paid by persons for particular goods and services received. The additional
charge must be reasonable, and any business and/or sales taxes must be paid upon
such charges in order for the income designated as "bona fide dues” or "fees" to qualify
as deductible. The reasonableness of any additional charge will be based on one of the
following two criteria:

i it must cover all costs reasonably related to furnishing the goods or services; or

(i)  Itmust be comparable with charges made for similar goods or services by other
comparable businesses.

"Direct overhead costs" include ali items of expense immediately associated with the
specific goods cr services for which the costs of producticn method is used. For
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example, the salary of a swimming pool lifeguard or the salary of a golf club's greens
keeper are both direct overhiead costs in providing swimming and golfing respectively.

"Dues” are those amounts periodicaily paid by members solely for the purpose of
entitling those persons to continued membership in the club or similar organization. 1t
shall not include any amounts paid for goods or services rendered to the member by the
club or similar organization.

"Entry fees” means those amounts paid solely to allow a persu. ‘he privilege of entering
a tournament or other type of competition. The term does not include any arnounts
charged for the underlying activity.

"Gaoods or services renderad” shall include ¢ ose amusement, recreatior, and physical
fitness services defiriad to be retail sales in (m) of this subsection. Also see, SR 5-720
(Hotels, moteis, boarding houses, rocming houses, resorts, summer camps, trailer
camps, etc.). The term shall include the totality or aggregate of gcods or services
available to members. It is not deteriminative that some members actually receive more

goods or actually enjoy more services than others so long as the  totality of the goods or

services offered are made available to members in generai.

"Indirect cverhead costs” means overhead costs incurred by the service provider that

. are not immediately associated with the specific goods and services. These costs

include a pro rata share of total operating costs, inciuding all executive salaries and
employee salaries that are not "direct overhead costs” as that term is defined in (d) of

this subsection, as well as a p. rata share of administrative expenses and the cost of

depreciable capital assets.

"Initiation fe~s"” means those amounts paid solely to initially admit a person as a
member to a club or organization. "Bona fide initiation fees” within the context of this
rule shall include only those one-time amounts paid which genuinely represent the
velue of membership in a club or similar organization. it shall not include any amount
paid for or atfributable to the privilege of iecelvmg any geods or services other than
mere nominal membership.

"League fees" means those amounts paid solely for the privilege of ailowing a person or

. aperson's team to join an association cf sports teams or clubs that compete chiefly

amongst themselves. The term does not include any amounts charged for the
underlying activity.

"Nonprofit youth organization™ means a nonprofit organization engaged in character
building of youth which is exempt from property tax under RCW 84.36.030.

"Physical fitness services" include, but are not limited to: All exercise classes, whether
aerobic, dance, water, jazzercise, etc., providing running tracks, weight lifting, weight
training, use of exercise equipment, such as treadmills, bicycles, stair-masters and
rowing machines, and providing personal trainers (i.e., a person who assesses an
individual's workout needs and tailors a physical fithess workout program to meet those
individual needs). "Physical fitness services" do not include instructional lessons such
as those for self defense, martial arts, voga, and stress-management. Nor do these
services inciude instructional lessons for activities such as fennis, golf, swimming, etc...
"Instructional lessons” can be distinguished from “"exercise classes" in that instruction in

2.

"ANZWNNJOG JHL 40 ALNYND 3HL 02 3nA SI LI

LD AISTL I NLAnl "IN n Ay o tnms (il SREBEL 7% & 1| »ni& 88 & Be

A e e o . om e e

{3 B

|



(m)t

(n)

(o)

THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE §5-700

the activity is the primary focus in the former and exercise is the primary focus in the
latter. ,

"Retail service" includes the sale or charge made v persons engaged in providing
"amusement and recreation services" and "physical fiin..ss services” as those terms are
defined in (b) and (i) of this subsection. The term "retail service” does not include: The
sale of or charge made for providing facilities where a rerson is merely a spectator,
such as movies, concerts, sporting events, and the like; the sale of or charae made for
instructicnal lessons, or league fees andior entry fees; charges made for carnival rides
where the customer purchases tickets at a central ticket disfribution point and then the
customer is subsequently abie to use the purchased tickets to gain admission {o an
assortment of rides or attractions; or, the charge made for entry to an amusement park
or theme park where the predominant zctivities in the area are similar to those found at
carnivals.

"Significant amount” relates to the quantity or degree of goods or services rendered and
made available to members by the crganizatior. rSngmﬂcant“ is defined as having great
value or the state of being imporiant.

"Value of the goods or services” means the market value of similar goads or services or
computed value based on costs of production.

(3) Business and occupation tax.

(@

(b)

Retail service classification. Gross receipts from the kind of amusernent, recreation,
and physical fitness servicas dsfined as retail seirvice in subsaction (m) of this section
are taxable under the retail service classification. Generally, admissions to actively
paiticipate in a recreational activity wili be reparted under the retail service
classification. Persons engaged in providing these activities are also taxabie under the
retail service classification upon gross receipts frorn sales of meals, drinks, articles of
clothing, or other property soid by them.

Service and other activities classification. Gross receipis from activities not defined to
be retail service, such as teninis lessons, goif lessons, and other types of instruct’onal
lessons, are taxable under the service and other zctivities classification. Also, persons
providing licenses to use real property, such as locker rentals, gym rentals, pool rentals,
and instances where you have the exclusive right o use a recrestional facility, are also
taxable under this classification. See SR 5-530 (Sale o1 rental of real estate, licenc. to
use real estate). : :

" (4) Cailculating taxable income when receiving income is the form of dues :.adfor initiation

fees.

(a)

Generz! principles. For the purposes of the business and occupation tax, all amounts
derived from initiation fees and dues must be reported as gross income which .ien
must be apportionad between taxable and deductible income. The following general
pnnmples apply to providing amusement, recreation, und physical fithess services when
income is received in the form of duss end/or initiation fees:

(iii) SMC 5.45.100 (B) provides for a business and occupation tax deduction for

amounts derived from activities and charges of essentially a non-business
nature. The scope of this siatutory deduction is limited to situations where no
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business or proprietary activity (including the rendering of goods or services) is
engaged in which directly generates the income claimed for deduction. Many
for-profit or nonprofit entities may receive "amounts derived," as defined in this
section, which consist of a mixture of tax deductible amounts (bona fide
initiation fees and dues) and taxable amounts (payment for significant goods
and services rendered). To disting:i<h between these kinds of income, the law
requires that tax exemption provisions e strictly construed against the person
claiming exemption. Also, SMC 5.55.080 requires the maintenance of suitable
records as may be necessary to determine the amount of any tax due. The
result of these statutory requirements is that all persons must keep adequate
records sufficient to establish their erittement to any claimed tax exen-tion or
deduction.

o The law does not contemplate that the deduction provided for by SMC 5.45.100
(B) should be granted merely because the payments required to be made by
members or customers are designated as "initiation fees” or "dues.” The
statutory deduction is not available for outright sales of tangible personal
property or for providing facilities or services for a specific charge. Neither is it
available if dues are in exchange for any significant amounts of goods or
services rendered by the recipient thereof to members  without any additional
charge to the member, or if the dues are graduated upon the amount of goods
or services rendered. Thus, it is only those initiation fees and dues which are
paid solely and exclusively for the express privilege of belonging as a member
of a club, organization, or society, which are deductible. '

'FIVAD 4L OL ANC S LY

{v) In applying SMC 5.45.100 (8), no distinction is made between the kinds of
clubs, organizations, assaciations, or other entities which may be eligible for this
deduction. They mav be operated for profit or nonprofit. They may be owned
by the members, incorporated, or operating as a partnership, limited liability
company, joint venture, sole propristorship, or cooperative group. They may be
of a charitable, fraternal, social, political, benevolent, cormmmercial, or other
nature. The avaiiability of the deduction is determined solely by the nature of
the activity or charge which generates the "emounts derived” as that term is
defined in subsection (2)(a) of this section.

- INIRMRGOC SHL 40 A

{vi) Nonprofit youth organizations, as defined in subsection {2 j(k} of this section,
may deduct fees or dues received from members even ihcuah the members are
entitled to use the orgar:ization's facilities, including camiping and recreational
facilities, in return for such payments (SMGC 5.45.100 (A)).

{(b)  Allocation of income. Persons who derive income frorn initiation fees and dues may fad
that they have incurred business and occupation tax liability under both the retail
service and service and other activities classifications. For example, an erganization
may furnish exercise equipment for the customer’s use as well as provide lessons in
martial arts to its members in return for payment of dues. The former is a retail service
taxable activity while the latter is taxable under the service and othar activities business
tax. These taxes are at different rates. Once the income has been aiiocated between
taxable and deductible amounts, the parts of taxable income atlributabie to either retai
service activities or service and other activities must be reported on the combined
excise tax return under the appropriate classification.
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Alternative methods of reporting. Persons who receive any "amounts derived” from
initiations fees and/or dues may report their tax liabilities and determine the amount of
tax reportable under different classifications (retail service or service and other
activities) by use of two alternative allocation methods. The taxpayer may only change
its selected allocation method annually and all changes are prospective only. These
mutually exclusive methods are:

(i) Actual records of facilities usage.

(A)

B)

€y

Actual records of facilities usage may be used to allocate income. This
method is accomplished by either: The allocation: of a reasonable
charge for the specific goods or services rendered; or, the average
comparable charges for such goods or services made by other
comparable businesses. In no case shall any charges under either
method be calculated to be less than the actual cost of providing the
respective good or service. When using the average comparable
charges method the term "comparable businesses” shall not include
charges made by a subsidized public facility.

The actual records of facilities usage method must reflect the nature of
the goods or services and the frequency of use by the membership,
either from an actual tally of times used or a periodic study of the
average membership use of facilities. Actual usage reporting may also
be based upon a graduated or sliding fees and dues structure. For
example, an organization may charge different initiation fees or dues
rates for a social membership than for a playing membership. The
difference between such rates is attributable to the valte of the goods
or services rendered. it constitutes the taxable portion of the "amounts
derived” allocable to that particular activity. Because of the broad
diversification of methods by which "amiounts derived” may be
assessed or charged to members, the actual records of usage method
of reporting may vary from organization to organization.

Organizations which provide more than one kind of "goods or services"
asdefined in subsection (2)(g) of this section, may provide actual
records for each separate kind of goods or services rendered. Based
upon this method, the total of apportioned "taxable” income may be
subtracted from total gross income to cerive the amount of gross
income which is entitled to deduction as "bona fide initiation fees and
dues"” under SMC 5.45.100 (B); or

(i) Cost of production method.

A)

The cost of production allocation method is based upon the cost of
production of goods or services rendered. Persons using this method
are advised o seek the department's review cf the cost accounting
methods applied, in order to avoid possible tax deficiency assessment
if the records are audited. In such cases, the cost of production shall
include ali items of expense attributable to the particular goods or
services made available to members, inciuding direct and indirect
overhead costs.
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(B). ... No portion of assets which have been fully depreciated will be included
- in computing overhead costs, nor will any costs attributable to
membership recruitment and advertising, or providing meribers with
the indicia of membership (membership cards, certificates, contracts of
rights, etc...) be included. o

(C) The cost of production method is performed by multiplying gross
income (all "amounts derived”) by a fraction, the numerator of which is
the direct and indirect costs zissociated with providing any specific
goods or service, and the denominator of which is the organization's
total operating costs. The result is the portion of "amounts derived"
that is allocable to the taxable goods or services rendered. if more
than one kind of goods or services is made available to members, this
formuta must be applied for each group of goods-or services in order to
determine the total of taxable and deductible amountis and to
-determine the amount of taxable income to report as either retail
service or service and other activities. The balance of gross amounts
derived is deductible as bona fide initiation fees or dues.

om0 A

(D) Under very unique circumstances and only upon advance written
- request and approval, the department will consider variations of the
__foregoing accounting methods as well as unique factors.

(E) Unless income accounting and reporting are accomplished by one or a
’ combination of methods outlined in this section, or under a unique
reporting method authorized in advance by the department, it will be
presumed that all "amounts derived” by any person who provides
“goods or services" as defined herein, constitute taxable,
nondeductible amounts. e L

I ™A 1 O YL AIF T RI"SIAIAMSAT *1 11 12 .

(5) Admission Tax. Persons collecting an admission charge for those recreational activities subject
to the admission tax per SMC 5.40 should collect and remit the tax on the admission charge.
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Effective: .July 15, 2005
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DATED this /5" /% day of July, 2005.
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THE CITY OF SEATTLE o
DIRECTOR’S RULE R
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE sl
RULE 5-700 s : IR
‘ DIRECTOR’S CERTIFICATION o
1 v 5 :
N ; i Kenneth J. Nakatsu, Director of the Department of Executive Administration of the City of Seattle, do R
1 hereby certify under penalty of perjury of law, that the within and foregoing is a true and correct copy as AR
! adopted by the City of Seattle, Department of Executive Administration. ; e
; L2
Yy
f

CITY OF SEATTLE,
a Washington municipality

Kenneth J. Nakatsu, Director ,
Department of Executive Administration
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CITY OF SEATTLE:Revenue &
Affidavit of Publication

S "I‘he undersigned, on oath states that he is'an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in

the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now:
_“and during all of said time was printed in an office maintained at the aforesaid place of publication of this

newspaper. The Daily J ournal of Commerce was on the 12" day of June, 1941, approved as a legal
newspaper by the Superior Court of King County.

o The notice in the exact form annexed, was pﬁblished in regular issues of The Daily
Journal of Commerce, which was regularly distributed to its subscribers during the below stated period.

The annexed notice, a
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Definitions. Asiised herein:

(a) The term "coin operated vending machines" means machines which, through the
insertion of a coir: will return to the patron a predetermined specific article of merchandise
or provide faciiities for installing, repairing, cleaning, altering, imprinting, or improving
tangible personal property of or for consumers. It includes machines which vend
photegraphs, toilet articles, cigarettes, and confections as well as machines which
provide laundry and cleaning services. Effective July 1, 2002, public pay telephones are
censidered to be coin operated vending machines (See subsection (2)(a)(iii) below).

(b) The term "coin operated amusement devices" means any machine or device which,
through the insertion of a coin, provides recreation or entertainment. It includes, but is
not limited to, pool and billiard tables, shuffleboards, music machines, video games,
pinball games, riding devices, panoram and peepshow devices, televisions and devices
for display of pictures or views on film, and those machines or devices which permlt the
patron to see, hear or read something of interest.

(c) The term "coin operated service machines” means any coin-operated machines other
- than those defined as "coin operated vending machines" or "coin operated amusement
devices." It includes, for example, scales and luggage lockers.

Business license tax.

(a) Retailing Classification.

(i Persons o perating coir operated vending m achines are engaged in a retailing
business and must report and pay tax under the retailing classification wulh
respect to the gross proce:ds of sales.

(i) Persons engaged in operating shuffleboards or games of pool or billiards are
taxable under the retailing classification on the gross receipts therefrom.

(iii) Effective July 1, 2002, persons engaged in operating pay telephones which are
activated by inserting coins, calling collect, using a calling card or credit card, or
dialing a toli-free number, and the provider of the service owns or leases the

- telephone equipment but does not own the telephone line providing the service to
that equipment and has not affiliation with the owner of the telephone line shall
report under those amounts under the retailing classification (RCW 35.21.710).

(b} Service and Other Business Activities Classification.
(i) Persons operating coin operated amusement devices, except shuffleboard, pool,
and billiard games, are taxable under the service and other business activities

classification on the gross receipts therefrom.

(i) Persons operating coin operated service machines are taxab’ » under the service
and other classification upon the gross receipts therefrom.

License to use real property. When any coin operated machine is placed at a location owned
or operated by a person other than the owner of the machines, under any arrangement for

A1-
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- Seattle Rule 5-702 Cein operated vendmg machines, amusement devices and se@wcé
B machines. 0
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuULE 5-702

. compensation to the operator of thé tocation, the person operating the location has granted a

license to use real property tc the owner of the machine, and will be responsible for reporting and
paying tax upon his or her gross receipts therefrom under the service and other business
activities classification.

Amusement devices. Where the owner of amusemernit devices, which are placed at the location
of another, has failed to pay the gross receipts tax, the Director may proceed directly against the.
operator of the location for full payment of all tax due.

Sales of equipment. Sales of coin operated vending machines, coin operated service machines, Lk
and coin. operated amusement devices to persons who will operate the same are sales at retail

and reportable under the retailing classification.

Apportionment -- Inside the City and Outside the City. Persons located within the City and
taxable under either the retailing or service and other classification, as detailed above, must
report the revenue received from all of their machines and devices located within the State of
Washington, except as provided below. Persons located outside the City and taxable under
either the retailing or service and other classification must report the revenue received from
machines and devices located within the City of Seattle. If the person has an office or place of
business both inside the City and outside the City, then the revenue earned on machines outside
the City should be apportioned to that office which supports those machines.

'(a)' A deduction may be taken in the following situation: A machine or device is located ina

city which levies a gross receipt tax similar to the Clty of Seatﬂe and the person pays the
tax on the revenue generated to the other city. :

(b) For purposes of apportionment, a coin operated machine or coin operated amusement
device is not considered an office or place of business.

Effective: July 15, 2005
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DIRECTOR'S CERTIFICATION

I Kenneth J. Nakatsu, Director of the Department of Executive Administration of the City of Seatile, do
hereby certify under penalty of perjury of law, that the within and foregoing is a true and correct copy as
adopted by the City of Seaitle, Department of Executive Administration.

DATED this 5~ day of July, 2005.

CITY OF SEATTLE,
a Washington municipality

By: W/% )

Kenneth J. NaKatsu, Director
Department of Executive Administration
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'CITY OF SEATTLE:Revenue & ' ' O
Affidavit of Publication
The undersigned, on oath states that he is an authorized representative of The Daily Journal of

; Commerce, a daily newspaper, which newspaper is a legal newspapar of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, pubiished in
-+ the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now

‘and during all of said time was printed in an office maintained at the aforesaid place of publication of this

- newspaper. The Daily Journal of Commerce was on the 12" day of June, 1941, approved as a legal

- 'newspaper by the Superior Court of King County.

. The notice in the exact form annexed, was published in regular issues of The Daily
Journal of Commerce, which was regularly distributed to its subscribers during the below stated period.
The annexed notice, a E
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Seattle Rule 5-720 Hotels, motels, boardii; houses, rooming houses, r:sorts, summer é S s/:a_ ‘\«/f\
trailer camps, etc. : o '(5}?

(1)

(2

Introduction. This rule explains the taxation of persons operating establishments such as hotels,
motels, and bed and breakfast facilities, which provide lodging and related services to transient
customers for a charge. '

(a) In addition to persons operating hotels or motels, this section applies fo persons
operating the following establishments: :

R0 Trailer camps and recreational vehicle parks which charge for the rental of space
to transient customers for locating or parking house traiters, campers,
recreational vehicles, mobile homes, tents, efc...

{i) ** Educational institutions which sell overnight lodging to persons other than
students. See Seattle Rule 5-600.

(i) Private lodging houses, dormitories, bunkhouses, ate., operated by or on behalf

' of business and industrial firms or schoolg solely for the accommedation of
employees of such firms or students which are not held out to the public as a
place where sleeping accommodations may be obtained. As will be discussed
more fully beiow, in some circumstances thes= businesses may not be making.
retail sales of lodging. =+ L e EETS ;

(iv) Various camps which, in addition to supplying meals and lodging, offer special
recreation facilities and instruction in sports, boating, riding, outdoor living, etc.
In some cases these businesses may not be making retail sales, as discussad
below. - :

(b) This rule does not apply to persons operating the following establishments:

e (i) Hospitals, sanitariuras, nursing horaes, rest homes, and similar institutions.

(i) - Establishments such as apartments or condominiums where the rental is for
longer than one month. See Seattle Rule 5-530 for the distinction between a
rental of real estate and the license to use real estate.

" Transient defined. The term "transient" as used in this section means any guest, resident, or

other accupant to whom lodging and other services are furnished under a license to use real
property for less than one month, or less than thirty continuous days if the rental period does not
begin on the first day of the month. An occupant remaining ir: continuous occupancy for thirty
days or more is considered a non-tfransient upen the thirtieth day. Ar occupant who contracts ini
advance and does remain in continucus occupancy for the initial thirty days will be considered a

" non-transient from the start of the occupancy.

No deduction from the measure of the tax is allowad when an occupant does not contract in
advance to stay at least thirty days and then the rental period extends past thirty days.

For example, a tenant renis the same mote! room on a weekly vasis. The tenant is considered a
transient for the first twenty-nine days of occupancy and the taxpayer must report the income
under the retailing classification and pay the business license tax on the rental charges. The
rental charges become exempt from the business license tax beginning on the thirtieth day. The
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taxpayer is not e: titled to a refund of the business license taxes paid on the rental marges for the
first twenty-nine days.

Business license tax. Where lodging is sold to a non-transient, the transaction is a rental of real
estate, and exempt from the business licensz tax. (See SMC 5.45.090 (T) and Seattle Rule 5-
530) Sales of lodging and related services i transients are subject to_the business license tax,
including transactions which may have been identified or characterized as membership fees or
dues. The business license tax applies as follows:

(@

Retailing. Amounts derived from the following charges to transients are retail sales and
subject to the retailing business license tax: Rental of rooins for lo.lging, rental of radio
and television sets, coin operated laundries, rental of rooms, sg.x~e and facilities not for
lodging, such as balirooms, display rooms, meeting rooms, efc., sales of postage stamps,
copier and fax/modem charges, automobile parking or storage, and the sale or rental of
tangible personal property at retail. See below for a more detziled explanation of the
charges included in the retailing classification.

Persons providing lodging and other services must report their gross income on their

charges for lodging and other services as discussed beiow.

(i) . . Lodging. All charges for lodaing and related services to transients are retail
.sales. Included are charges for vehicle parking and storage and for space and
. other facilities, including charges for water and electricity services, in a trailer
camp.

(i) ~ Meals and entertainment. All charges for food, beverages and entertainment
are retail sales. :

(A) Charges for related services suci as room service, banquet room
services, and service charges and gratuities which are agreed to in

advance by customers or added to their bills by the service provider are S

also retail sales.

(B) In the case of meals sold under a "two meals for the price of ore"
promotion, the taxable selling price is the actual amount received as
payment for the meals.

(C) Meals sold to empluyees are also subject to the retailing tax. See
Seattle Rule 5-404 for detail on tax applicability on meals furnished to
employees.

(D) Sale of food and other items soid through vending machines that are
owned by the taxpayer are retail sales. . :

(E) Except for various camps, when a lump sum is charged fer lodging to
non-transients and for meals furnished, the retailing business license tax
is reported upon the fair selling price of such meals. Unless accounts
are kept showing the fair selling price, the tax will be computed upon

double the cost of the meals served. The cost includes the price paid for_

food and drinks served, the cost of preparing and serving meals, and all
other costs incidental thereto, including an appropriate portion of
overhead expenses.
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" THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE5-720

(F) Cover charpes for dancing and entertainment provided by hotels, motels,

etc. are retail sales.

Laundry services. Charges for laundry services provided by a hotel/matel in the
hotel's name, or by the user if coin operated laundry facilities, are retail sales.
SMC 5.30.050 (B)(3)(a) excludes from the definition of retail sale charges for the
use of coin-operated laundry facilities located in rooming houses or mobile home
parks for the exclusive use of the tenants. Such charges to tenants of rooming

houses or mobile home parks for coin-operated laundry facilities are subject to
_ the service and other business license tax.
; ' . ' (iv) Rentals. Rentals of tangible personal property such as movies and sports
; : equipment are retail sales. :
{v) Sales to the United States government. Sales made directly to the United Stat~s
o government or its employees are retail sales.
(b)  Service and other classificaticn. Commissions, amounts derived from accommodations
not available to the public, and certain unsegregated charges are taxable under this
: classification. '
' ) (i) Hotels, motels, and similar businesses may receive commissions froin various

sources which are generally taxable under the service classification. The
following are examples of such commissions:

(A)-  Commissions received from acting as a laundry agent for guests when
someone other than the hotel provides the laundry service.

(B) ~ Commissions received fror: telephone companies for long distance
telephone calls where the hote! or motel is merely acting as an agent and
commissions received from coin-operated telephones. Refer to the
telephone subsection below for a further discussion of telephone
charges. !

(C) Commissions or license fees for permitting a satellite antenna {o be
installed on the premises or as a commission for permitting a

broadcaster or cable operator to make sales to the guest of the hote! or
motel. ' '

(D) Commissions from the rental of videos for use by guests of the hotel or
motel when the hotel or motel operator is clearly making such sales as
an agent for a seller.

(E) Commissions received from the operation of amusement devices.

Taxable under this classification are amounts derived from the rental of sleeping
accommodations by private lodging houses, and by dormitories, bunkhouses,
etc., operated by or on behalf of business and industrial firms and which are not

held out to the public as a place where sleeping accommodations may be
obtained. :

Various camps, and similar establishments making an unsegregated charge for
meals, lodging, instruction and the use of recreational facilities must report the
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuULE 5-720

_ gross income from such charges under the service and other business activities
- classification.

(iv) Deposits retained by the business as a penalty charged to a customer for failure
to timely cancei & reservation is taxable under the service and other business
activities classification.

(v) _“Message service” and other business service charges are subject to the service
. business license tax.

Telephone charges. If the hotel/motel leases télephone lines and then provides telephone

services for a charge to its guests, these charges are taxable under the business utility tax per . ’

SMC 5.48.050 (A). In this case the hotel/motel is in the telephone business.

If the hotel/motel is acting as an agent for a telephone service provider who provides long
distance telephone service to the guest, the actual long distance teiephone charges are not
taxable income fo the hotel/motel. (This agency arrangement must be evidenced by a written
ager.cy agreement between the hotei/motel and the telephone service provider, see SMC

'5.45.040.) These amounts are advances and reimbursements. Any local line charge, additional
- handling charge, or other charge which the hotel/imotel may add to the actual long distance

telephone charge is subject to the business utility tax.

Deductions — Amounts representing rental of real estate for boarding homes. In computing
tax, there may be deducted from the measure of the tax amounts representing the value of the
rental of real estate for “boarding homes.” To qualify for the deduction, the boarding home must
meet the definition of “boarding home” found in RCW 18.20.020, and must be licensed by the
State of Washington under RCW Chapter 18.20. The deduction shali be in the amount of

twenty-five (25) percent of the gross monthly billing when the boarder has resided within the
_boarding home for longer thar thirty (30) days. (See SMC 5.45.100 (O).)

Television charges. Charges for providing extended television reception beyond the basic . .
channels to guests are subject to the City of Seattie Utility tax; see SMC 5.48.050 (H). :

Effective: July 15, 2005
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-720 :

DIRECTOR'S CERTIFICATION

| Kenneth J. Nakatsu, Director of the Department of Executive' Administration of the City of Seattle, do
hereby certify under penalty of perjury of iaw, that the within and foregoing is a true and correct copy as
adopted by the City of Seattle, Department of Executive Administration.

DATED this /3" / f’_ day of July, 2005."

CITY OF SEATTLE,
a Washington municipality .

w om0

Kenneth J. Nakat§u, Director
Department of Executive Administration

INGWNDOQ IHL HO ALIVAD BHLOLSRASI Al o




e,

STATE OF WASHINGTON KING COUNTY

--88.

183390 L : No.
CITY OF SEA'I'I"LE Revenue &
Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Cornmerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for mnore than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during ail of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Coinmerce was on the 12 day of June, 1941 approved as a legal
newspaper by the Superior Court of King County. :

?

) The notice in the exact form annexed, was published in regular issues of The Daily .
Journal of Commerce, which was regularly distributed to its subscribers during the below stated period.
The annexed notice, a . .
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- City 'of Seattle

NOTICE OF PROPOSEDA RULE
MAKING HEARING AND -
GFPOPTUNITY TO COMMENT

Thie Director of Puunce‘ acting under
the anthotity of Seattle Mumupll Code
Chapters 8.02 and 5.55, proposes to adopt

X ng\v rulel ﬁu lmplemenh% the Sea

tion Tax Oﬂluémn!-
{, ntﬂa. Munlmp-l Code; Cha
iease note that llihuuﬁ the.e rules are
S8 elraasel toatier chapter o the G
aisoay ot ity
'i.;.y Cork”lzd

i
(Gambling Tax). The following rules are pro-
goa:l fmn' :p‘t)mn and will ll:e.eome e!&ctlve

anof April 30, 2 5
. Beaitle Ruie S-DGG Tlx Betlunl -
*Filing and P-ymen
Suule Rule [X 007 - Penuluu o
Se ttle Rule 5-081 -- I:leaulu-e nf’l‘lx -

Re:u lers and Wholesalers

*. Sesttle Rule 5.028 = Mesaute of Tn -
. Bervice and cther business acti

’ ; Beattlé Rule 5-03
llvar_y C B

Suule Rule .5 04
. Busineas

Bnmekules 068 -- Returue gr-odl -
nllownncu. ulhdueounu i

Snf.tle Rulz 6-132 jlled depart-

men

State of Washmgton, King County

Page 2 of affidavit

- Wnnnuel and

Selmglinle £-133-
intenance

. Sentla Riile 5. 702 ae Cmn ope-ated
dewcel

'und #2rvice machines
*.. Beattle Rule 5-404 -- S.llu nfmnl-

" .. Beattle Rule §.405 - Renlunnle. - eock-
;o el bau etns And lumhrbunnen-

l %u!tle Rule 5- 481 - Molor cnrnen =

§ Sume Ru!e
bulli

523 -- Salel of recmul
nd monetised b lion

. Snnle Risle 55305 Sale or rental of
- realestate, license to use redl estate

. Seattle Rule 5-531 <; Sales of real pmp-
a_rty. lhndmg minera nnl

M

: senuen,ules 532 Real éstaie brokeza
‘lnd ulumu.\ N

Beaitle Hile 5600~ Bdudinional
tutions, echool districts, nmm orpm-
nunu, and private mooh

Beittle Rule. 5-720 Hotela; thotels,
-+ _boarding honses, roomin hnnua,
1 -renorts; g nmerclmpa, trailer ps,

Ba HEARING AND POMMENT
hi:ﬂ -of Executive Adminietra.
tioh achedillad & public hesring on the
pmpénd rule changey for 1:00 p.x. to 3: 108
il ¢, 2005. The
rqum on the 40!
lunicipal Tower, Buite
EthAva:ne_Alu‘ terest-

vited to present.
or nrglunenu. with regard to the p; eed
rules, orally at the hsarm;, ecin writing st
or before uu hearing.

inaC

Written | eommenu
delivered to: .

Depntmant of Execntlve Adml nis-
. tratfon, Attn.: Mol McDonald,
Director, Révenue £nd Consumer
Affairs, 700 5th Avenne —Suite ¢2| 4250,
Szattle, WnMnM 98104-5020,

“The pubdic- mly inspact copies of the | pro-

“posed rules ot the Revenue and Consumer

Afisirs oﬁ“xeel. 00 5t sznug. Buite 4200

Ifyou

pleue call (206) Gﬂy IPN (205) 684- .
5170, emai! ‘rea. ulu:t xBci.senttle .Wa.us,
o;:y!bmn [ wnuen nq 1o the lddruu
al 4 B

Dated: Ma.n:hzl 2005
DWIGHT D, DIVELY

Direstor, Depntmem of Fuunce
. Date of publication in thi: Seattle- -Daily
of Cnmm. March 21, 2005.

A21183300) .
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Seattle Rule 5-803

(1)

(2

3

THE CITY OF SEATTLE

DIRECTOR’S RULE Y .

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE "% T

RuLE 5-803 . “
CQ Ay ‘\P’;%
Consignees, bailees, factors, agents and auctioneers of tangible gersonal ",
property. o T
% 2

o

Introduction. A consignee, bailee, factor, agent or auctioneer, refers to one who has either
actual or constructive possession of t.:ngible personal property belonging to another person, and
selling or calling for bids on such property on behalf of the owner(see SMC 5.45.040).

Definition. The term "constructive possession” means possession of the power to transfer the

-fitle of tangible personal property belonging to others.

Business License Tax.

(a) Retailing and wholesaling. Every person acting as an agent, including consignee, bailee,
factor or auctioneer having either actuai or constructive possession of tangible personal
property, or having possession of the documents of title thereto, with power to sell such
tangible personal property in his or its own name and, actually so selling, shall be
deemed the seller of such tangible personal property and taxable under the retailing or
wholesaling classification of the business license tax. The consignor, bailor, principal, or
owner shall be decmed a seller of such property to the agent, consignee, bailee, factor or
auctioneer and shall be taxable as & wholesaler with respect to such sales.

The mere fact that the agerit, consignee, bailee, factor or auctioneer makes a sale
creates a presumption that such agent, consignee, bailee, factor or auctioneer actually
sold in his or its own name. This presumption is controlling unless rebutted by proof
satisfactory to the Director.

The retailing or wholesaling business license tax is calculated by muitiplying the
applicable tax rate against the selling price of the item sold or auctioned. There is no
deduction for any commission which the agent, consignee, bailee, factor or auctioneer
receives as payment for services. (Refer to Seattle Rule 5-130 (1)(a) for definition of
selling price.)

{b) Acting as agents and brokers. Any person who claims to be acting merely as agent or
broker in promoting sales for a principal or in making purchases for a buyer, will have
such claim recognized only when the contract or agreement between such persons
clearly establishes the relationship of principal and agent and when the following
‘conditions are complied with:

(i) The books and records of the agent or broker show the transactions were made
in the name and for the account of the principal, and show the name of the actual
owner of the property for whom the sale was made, or the actuai buyer for whom
the purchase was made.

(i) The books and records show the amount of the principal's gross saies, the
amount of commissions and any other incidental income derived by the broker or
agent from such sales. The principal’s gross sales must not be reflected as
income of the agent. Commissions must be computed according to a set
percentage or amount, which is agreed upon in the agency agreement.

(iti) No ownership rights may be conferred to the agent or broker unless the principal
refuses to pay, or refuses to abide by the agency agreement.

a1k el B
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THE CITY OF SEATTLE - =)
DIRECTOR’S RULE -

IMPLEMENTING SEATTLE BUSINESS TAX ORDI. 'ANCE AR
RuLE 5-803 i

- {iv) Bulk goods sold or purchased on behalf of a principal must not be co-mingled. [
with goods belonging to another principal or lose their identity as belonging to the i
particular principal. Sales or purchases of any goods which have been co-
mingled or lost their identity as belongmg to the principai shall be taxed as retail SRRy
or wholesale sales. » B SR

{c) :Service and other business activities. Every agent; consignee, bailee, factor or
auctioneer who makes a sale in the name of the actual owner, as agent of the actual b
owner, or who purchases as agent of the actual buyer, and meets the above criteria is S
taxable under the service and other business activities classification upon the gross B R
income derived from such business.

Effective: July 15, 2005
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THE CITY OF SEATTLE
" DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-803 : o

DIRECTOR'S CERTIFICATION

1 Kenneth-J. Nakatsu, Director of the Depariment of Executive Administration of the City of Seattle, do
hereby certify under penalty of perjury of law, that the within and foregoing is a true and correct copy as
adopted by the City of Seattle, Departrinent of Executive Administration.

DATED this /7% day of July, 2005.

CITY OF SEATTLE,
a Washington municipality

o w5 G

Kenneth J. Nakatsd] Director
Department of Executive Administration
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STATE OF WASHINGTON ~ KING COUNTY N
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183390 No.

CITY OF SEATTLE:Revenue & :
Affidavit of Publication

" The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Joumal of Commerce was on the 127 day of June, 1941, approved as a legal
newspaper by the Superior Court of King County.

The notice in the exact form annexed, was bublished in regular issues of The Daily
Journal of Commerce, which was regularly distributed to its subscribers during the below stated period.

The amxexed notice, a
CT:RULE MAKING HEARING

was published on

3/21/2005

Notary jpyblic for the State of Washington,
residing in Seattle
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State of Washmgton, King County
Clty of Seattle

NO'HCE OF FROPOSED RULB
MAKING GEARING AND -
OPPORTUNITY TO COMMENT

T ’ ‘The Director of Fuunee. arting under
o the authority of Seattle Mu.mupll Code
Chaptera 802 ‘and 5.55, propeses 0 ndaﬁ
new rulea for Amplemcntm; the Bea

’ Bul.neu and Occupation Tax Ordinanee’

gSut.tl: Mu-:qu-l Code. Chapter. 5.485).

lease note that al “te these rules are

applicabin to BMC 5.45, individua! rujes
f-::wpplywmmmpm the City's

including, but not lirited to,

! x),
5.48 (Business Tax ;- Utilities) and SMC .52
(Gnmbhn; Teax). The folhmnl rujes are pro-
poaed for adoption and will become eﬁe:hve
asof April 30, 2005

. _Beaitle Rule 5 006 -~ Tax Beiurnl -~
S ‘Fnlmgtnd?nym =

Bestile. Rule B 007 . Penalties

Geattle Rule 5.081 -- Menure nf ’I'n -
Retilers ind Wholeealers*

. Beatsle Rule §-032 - Measure of Ta --
. Bervice and other husiness activities .

. Beattle Rule G- -035 Frelghx lnd‘
* Delivery Clmrxu .

{ Beattle Riilé 5.040 -
un.dm.et trusts .

. Beattle Rule 5 0(8 En;l;ing in

_ Business |
" Beiitile Bule 5- (‘68 -vBeturna _good: -
allowenees, cash . |lcounh

'-;'s:“.gle Rulé 61007 &u-mu atural.

ommérdial or
FratileRale 5127 - Balna to and by the

- Stete of Washington, tounties, citizs,"
B uhoo! dmmu. and munizip: bdivi-

menu

Page 2 of affidavit

Seattle Eule 5-133 Warranties nnd
mmunlme

* Sesttls Rule 5-702 Cmn opented
- -vending machines; lmusemzm devn.-el
and service machines .

< Sesttle Bule 5-404 -- Sueu oflnull .
Seattle Rule 5-405 - Ruuunntl, ‘cock-

o u:l hr-. taverns nnd aimiilar ‘nunmn-

’ Seume Rule 5~ 481 - Mnmr nrnen b
- Trueking. !

‘Seattle Bule 6628 -- Balea uf recmua
memlbullmn nnﬂ munguud b a

Sume th 5.530%- Bale or renhl of

res] estate, licenae to use res] estate -

Seattle Rule 5.581 +. Bales of real prop-
Ls eﬂ!. mnduw, timber, 1

" eaitic Hile 5600 Edutitional instis
. iutions, schonl districts, ﬁurkn: ou.mi
nunu. and privete nel:mh N

: Seattle Rule §- 700.--_Amuement,
a xnl Punen

Sentl: Bule 5 720 Hntell, mnteh,
- ‘boarding houses, mcx:nnf hou-n.
rei

P’U ic !{EABXNG AND COMMENT-
y,.f:" :of Executive Administra.
tioh scheduled a public hearing on the
pmﬁoea rule changes for 1:00 p.m. to 3:08
o Monday, mén“ » 2005. The hearin,
vnll'-e held in a erence roomn 0% the 4
floor of the Seattle Municipal Tt:war SBuite
4086, located nt 700 Sth Avenue, Al mlaren
ed areinvited data, views,
or argumerts, with n:urd 2 the ropond
rules, orally gt the bunng, orin wrmn; at
or beiore tbe hzsrmx

Written' eommmu
ﬂehveredw R

Dep:rhzen- of Exuntive Admlnll-

. tration, Attn.: Mel McDonald,

DBirector, Revetiue and Consummer

Affairs, 700 5th Avenue —Suite 4260,
Wish BE10L-5028,

“The pubdic may mlpectno of the pro.
posed rules at the Revenue ::d’ Conu?ner
Affnirs officea, 700 6th Avenua. Buite 4200.
1f you would like a copy A,{oud rules,
p!u-e cail (206} 684 8300, ll (206) 684- -
5170, email “rea bislictz@ei. mulewlu.
or submit a 10 the
abowe, . k

Dated: ereh 21. ..005 i
DWIGHT D DIVELY .
Director, Dcputment of anne! -

Date of publication in thie Seattle Dajly -

Journal of Cnmm, March 21, 2005. R
FTI{185890) |
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DIRECTOR’S RULE oV o
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE = n "L‘;,F
Ruvis 5-806 o o {Y\Yﬂ‘
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Seattie Rule 5-806 Advertising agencies Cq i
, o
(1) Introduction. Advartising agencies are primarily engaged in the business of rendering
professional services, but may also make sales of tangible personeal property to their clients or
others or make purchases of such articles as agents on behaif of their clients. {See SMC
5.45.040 (C) - Agency). Articles acquired or produced by advertising agencies may be for their
own use in connecticn with the rendition of an advertising service or may be for resale as
tangible personal property to their clients.
{2) - Business License Tax.

@

- These examples should be used only as a general guide. The tax status of each situation must

(a) Service and other business activities. The gross income received for advertising
services, including commissions or discounts received for articles purchased as agents
on behalf of clients, is taxable under the service and other business activities
classification. {See Seattle Rule 5-150 for commissions or discounts allowed by
printers.) Included in this classificalion are amounts attributable to sales of tangible
personal property, uniess charges for such articles are separately stated in billings
rendered to clients. g :

(b) Retailing and wholesaling. The retailing or wholesaling classification applies to articles '

of tangible personal property sold io persons for whom no advertising service is
rendered. In the event that both advertising services and tangible personal property are
provided to a client, the revenue from the sale of tangible personal property is taxable
under this classification only if it is separately stated from the charges for advertising
services in billing statements rendered to such clients.

(c) Manufacturing. The manufacturing classification applies to articles manufactured for
sale or commercial or industrial use (see Seattle Rule 5-112), and also to interstate
sales of manufactured articles if stated separately from charges for advertising services

* in billings rendered to clients.

Examples. The following examples identify a number of facts and then state a conclusion.
be determined after a review of the facts and circumstances.

(a) ABC advertising provides advertising services to ciient B. As part of their services, AEC
provicas consultation, graphic design, and they procure advetising space in a
publication on behalf of client B for which they earn a commission. ABC should report
its gross income received for the consuitation and graphic design services perforred
under the service and other classification. ABC shouid also report the commissions
earned from purchasing advertising under the service and other business activities
classification.

) Company ABC above, also provides advertising services to client C. Iri addition to

providing consulting and design services, ABC purchases printed material and other
articles of tangible personal property, and resells them to client C. Company ABC does
‘not separate charges for consulting and design services from the sales of tangible
goods in their billing statements to client C. Because ABC did not segregate the
charges for the resale of tangible personal property in their billing statements to client
C. the purchase of the tangible personal property will be considered purchases for
consumption by ABC during the course of performing its advertising services, and the
total amount billed to client C is subject to tax under the service and other business
activities classification.
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THE CITY OF SEATTLE
DIRSCTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuLE 5-806

Company XYZ provides advertising services to their client A, located outside
Washington State. As part of their advertising services, XYZ constructs billboards,
utilizing their own materials, for client A. XYZ also performs graphic design and other

~ consultation services on behalf of client A.. XYZ segregates the billboard charge from

the other advertising services they performed when billing client A. XYZ should report
their gross income from graphic design and consulting under the service and other
classification. The company should report their gross income for the construction and

" sale of billboards under the manufacturing and retailing classifications, and claim an

interstate deduction against the retailing classification. Alternatively, if the client was
located in Washington State, XYZ wouid report the gross receipts for the construction
and sale of the billboards under the manufacturing and retailing classifications, and
claim the MATC credit against the selling activity under the retailing classification.

Company X providas advertising services to their client Z. X purchases as a principal
and not as an agent for client Z, advertising space from & publisher and reselis it to
client Z. X is primarily responsibie for payment to the publisher for the costs of the
advertising space. X does not earn a commission for procuring the advertising space
as client Z's agent, but rather realizes a profit from this business activity by marking up
the cost of tha advertising space 1o client Z. The gross receipts from the resale of this
advertising space to client Z are reportable under the service and other business
activities classification. In this example, X is not acting as an agent when procuring
advertising space for client Z. X is purchasing and reselling the advertising space.
Therefore, X does not meet the requirements of arn agent pursuant to SMC 5.45.040

(©).

Effective: Juiy 15, 2005

2.
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-THE CITY OF SEATTLE s
DIRECTOR’S RULE

" IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULES-806 .

DIRECTOR'S CERTIFICATION

| Kenneth J. Nakatsu, Director of the Department of Executive Administration of the City of Seattle, do
hereby certify under penalty of perjury of law, that the within and foregoing is a true and correct copy as

‘adopted by the City of Seattle, Department of Executive Administration.

DATED this_ 7L day of July, 2005.

CITY OF SEATTLE,
a Washington municipality

By. /W 7%/

Kenneth J. Nakatgu, Director
Department of Executive Administration
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STATE OF WASHINGTON ~ KING COUNTY

. -=88,

183390 No.
“CITY OF SEATTLE:Revenue &

Affidavit of Publication

E “*" The undersigned, on oath states that he is an authorized representative of The Daily Journal of

Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
“and has been for more than six months prior to

the English language continuously as a daily newspaper in Seartle, King County, Washington, and it is now
~-and during all of said time was printed in an office maintained at the aforesaid place of publication of this

newspaper. The Daily Joumal of Commerce was on the 12* day of June, 1941, approved as a legal

newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Daily
Journal of Commerca, which was regularly distributed to its subscribers during the below stated period.

The anne)ged notice, a
CT-RULE MAKING HEARING
‘was pixblished on

3/21/2005
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Notary byblic for the State of Washington, V
residing in Seattle
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the date of publication hereinafter referred to, published in -
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State of Washington, King County
5 Clty of Seattle

NOTICE OF PEO!’OSED EIJLB
MAKING HEARING AND
OPPORTUNITY TO COMMEN

D d.o f Fi ,ncun;undex
; ‘Thie Director of Finance, nder

thy
C.‘hahnamms proposes to adopt
Pmlel for unplementiﬁ the  Beatt
““Biisiness and tio) - Ordinunee -
(Beattle, Munmpll Code; Chapter. 5.45).
Please note that although these rules sre
applicable to SMC 5.45, the individual rules
may also lpply 1o other chapters d the City's
Tax_Code, including, b limited to,
SMC 5.30 (Deﬁmuonl SMC 5.32 (Revenue
Code), SMC 5.40 (Adm.ssions Tax), 8MC
5.48 (Buxinesa Tax -- Utilities) and EMC 6.562
(G-mbh Tlx) The following rules are pro-
poaed for ndopuon and wﬂi become eiiecnva
asof April 30, 2005

. Beaitie Rule 5 DDG -3
=7 'Filing and nt

Senmebl!nhé DOI - Pgnnltlu

Seattle Rule 5.031 -- Measure of Tax --
Retailers aind Wholesalers

*. Beattle Rule 5-038 - Meaaure of T
- Service and other business activitics .

. Seattlé Rule §
A Dehnry Cknrru

Returnl -

* Bediiie Hille 5:088 -- Reinrned goods, -
allowances, ulh augounu : )
~"Gaattlé Rule 5100 - t.um uuuml,-
- pmdu.cu
: 1

\hl n;lnn. counties, cities;
districta; and municipal

Beatils Rule 5:130 Seltin

r ynce -~
Advertised ppc_u mcludug sales

_ Page 2 of affidavit

Selﬂ.lellule 5-133 -- Wunnhn and
ments .

s Cosn opernted

- vending machines; amulemem devu:en
and service machines .-

<. Seattle Rule 65-404 -- Sllu ofmnll

.. Beattle Rule -405 -- kemunnn, cock-
: | tailbars, faverns and lumhrbu.mnen-

Sulde Eule 5:528 .. Salu o[ remoul
hulli ni mmu:ed b

Beatile §.630 2. Bale or rent lof
real estate, license to use redl estate

:e‘lstle Rale 5.581 :- Sales 9&‘;:;-1 prop-

“Beattia Bile 52600~ Kdusati .
tutions, school districts, student o-rpm-
nmm.nndyn\munhoda Ve

-: Beattie Rule 5-700
- Recreatioh,

muleu;_efni.
al Filnen

Sentle Rule 5- 720 -- Hotels; thotels,
-- ‘boarding houses, rooming houses,
. :::nm, aummrumpa. trailer,

 FOBLIE HEARING AND (i%ﬁMENT’
iti -
tion ﬂf’éﬁuﬂed e e maministia

propésed rule changay for 3:00 p.a. to 3:00
P.1m., o Monday, :nr;l 4,2005. The il
i room

L3-De BeSC 1 K o
floor of the Seattle Municipal Tower, Suite
4086, located st 70D 5th Aven:ia. All interest-
ed pervons are invVitéd to present data, vie
or arguments, with regard to the Propoi seti
ru]el onlly at the hzarmg, orin \vrltln; at
zinre E

Written mmmenh
dehvmd .

. Daplrmant of Eucnﬁlve Admlnll-

. tration, Attn.: Mel McDonaid,
Director, Révenue and Constimer
Atfairs, 709 8th Avenue —Suite 4250,
. Seattle, W&lhm[ton $8104-5020.

“The pubhc mly xmpm copies of the pro-
rules at the Revenue and COnlul:ner
Affaire oﬁ‘jcel, 700 6th Avenu.e, Buite 4200.
1f you would like a copy of the riles,
pleage call (206) 684 8300, l? (206) 684 -
6170, email ‘rea) bulm:@c&.mttlg waus,
o{nll.\bmll n wnf.ten xequut 1 i.he address
sbaove

Dated: Mu-r.h21 2005
DWIGHT D. DIVELY

ild be mnlled or

Di D I 0t af Fing
. Date of piiblication in the Seattle Daily
dourpal of Cominerce, Masch 21, 2 )

_URI{IR380) |




i

THE CITY OF SEATTLE
DIRECTOR’S RULE 3
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE o LN
RULE 5-807 ca; ” ::) o,
\ I -
- . . . () per
Seattie Rule 5-307 Outdoer advzitising and advertising display services. s ';51 :,,V'
B B 8 e LY
. (2%
(1) Definitions ‘%\ Cfé. %\
,-j '(f
I \
(a) -The term "outdoor advertising” rneans the business of rendering an adverhsmg servjce

to others by posting or painting advertising copy upon billboards owned or controlle&by
the outdoor advertiser. it also includes any eler‘tromc mebsaglng signs used to
advertise products or services.

{b) -The term "advertising display service” means the business of installing and maintaining
advertising displays upon propetty of others, when title to the property used in the
display is retained by the person engaged in such business.

(2) Business License Tax. Persons engaged in the business of outdoor advertising or advertising
display services are taxable under the service and other business license tax classification (SMC
5.45.050(G}) upon the gross income from such services.

(3) Rental of biliboard and advertising space con real property. The rental of billboards, biliboard

space, or advertising space on the side of buildings is a “license to use” real property and subject
totax. Itis not a rental of real property even when the period of the rental is longer than 30 days.

Effective: July 15, 2005 - _ .
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-807

DIRECTOR'S CERTIFICATION

| Kenheth J. Nakatsu, Director cf the Department of Executive Administration of the City of Séatile, do
hereby certify under penalty of perjury of law, that the within and foregoing is a true and correct copy as
-adopted by the City of Seattle, Department of Executive Administration.

DATED this {579 day of July, 2005.

CITY OF SEATTLE, -
-"a Washington municipality’

‘Kenneth J. NaKatsu, Director
Department of Executive Administration
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STATY. OF WASHINGTON ~ I\lNG COUNTY

--88.

183390 : o Ne.

CITY OF SEATI‘LE Revenue &
Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Joumnal of

. Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now

and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12* day of June, 1941, approved as a legal

newspaper by the Superior Court of King County

: - The notice in the exact form annexed, was published in regular issues of The Daily
Joumal of Commerce, which was regularly distributed to its subscribers during the below stated period.

The annexed notice, a
CT:RULE MAKING HEARING

was published on -~

372112005
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! 'Bhnneu and O

State of Washington, King County

Clty of Seattle

NOTICE xgl? II;BEOP?I%CE}% gg!.k

OPPORTUNITY TO COMMENT |

The Director of lence. acting u.nder
the nntho;g; o;d Bglégle Nu.m:lp:: %ode
Chapte poses 10 &
p A hlxmphung:;{ the Sen e

Seattle, Municipal Code; Clupter 5.45).

;’ku: note that lllhnuL these rules are
applics e to SMC 5.45, u
pay also apply to other chapiers of the City's
Tax Code, including, but not limited to,
SMCE5.30 f‘m:oh&ud)’hﬂc 5. 3% (;l)zvenue
Code), 5.4 isgions Tax),
648 (iaunnm Tax ;- Utilities) and EMC 5.62
(Gamblicg Tax). The following rules are pro-
posed for rdoption and will become eﬁedwe
anof April 30, 005

. Beaitie Rule 5 006 - Tax 'Beturul .
* Filing and Pnymenl:_

* Beattle ﬁuk 5 081 - Mu-um nf 'l‘n .-
Re'.uller- and Wholasa

" Besttle Rule 5032 - Meuun of 'l‘n
Serv*.ee and other business activif es .

; Beattle Rule 6-035
Dellvexy(!hn

Seattle Rale’ 5-121 - Sa!en l.oandby:hz_
State of WAlhm:um, countiss, cities,™
--achool districts; and municipal subdivi-

:  Besttle Rule 5:130 .- Selling price .- -
. Advertised prices including sales nx

; ned depsn-

suitle Rule 5. 134
menté

Page 2 of affidavit

Senhlexule 5-133 - Wnrnnuee and

maintenance agree

" Beattle Rule.s 702 & Com olpented
vending machines, lmusemem devme
and service mechines

“ex = Seattle Rule 5-404 .- Sll-es ofmenh

.. Beattle Rulé 5-405 -- Reataurants; cocke
: mlbnn.tlvumlnilumhrbwnen-
Y e

Snme Rnle 5~ 481 - Mnlor cnrﬂen -
Trucking .,

528 .- S:le- oi ru:loul

Seatde Rule B
metal by

real estate, ]zmmu.erulem

" ‘Sesttls Rule 5-§8] . Baleq of real prop-
kS my,mndmg mber, minerals natural

.Pf"‘,""”.’??‘ - o
. Beatils Hike 5-500 -~ Eduzational insti-
achoal distri orpni-

uuou, and private lchnd.
: Beattle Rula 5-700,
Re £i

Besttle R.xle 5 720 - Hutell, motels
Dltdl:ll houases, roomm houlel.

HEARILG AND COmENT

Ceheduled 4 pabhe T pintrs.
Fing o

propthed rule chlnlu for 1:00 p.;.‘toplﬂ

on Monday, April 4, 2005. The

mnhe held in mnpﬁregag ToniT on the 4
floor of the Su e Municipal Tower, Site
:gss located at 700 szh Avenug el.lé.ma.-ut-

Perecns are invitéc to present views,
or arguments, vnth N‘llﬂ to the pi d
zules, oraliy at ti:e baumg, orin wtn.uu at
or before tbe hnnnr

Written mmmenu nlmu!d be mmled or
delivered to:

Depnhnent of Execntive Admlnll-

. tration, Attn.; Me} McDonald,
Diuctor. RBévenue and Conauther
Affairs, 700 5th Avenue —Bnite 4250,
Seattle, Whhlnm 08104-5020 -
“The publié mly inspact copies of the pro-
zned rules st the Revenue and Cnmulx’ner
faire omnu 700 6th Avenuz. Buite 4200

T you would L1t
gxmle call (206) 654 a0 1?,{5?2’532, 68¢. -

170, email ‘rea) bislictx@ci seattle -wa.us,
or submit a writte 1o the
above. .

Dated: Mm:h 21 200,

DWIGHT D. DIVELY,

Director, Depnrtment cf Fuunce

. Date of publication in the Seatile Daily
March 21, 2005.
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