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ORDINANCE __ /27479

AN ORDINANCE relating to business licensing; adding exemptions for rental income and utility
revenue taxed under SMC Chapter 5.48; providing for a two-tier business license fee
structure; providing a grace period before assessing penalties to licensees that file annual
business license renewals late; increasing the cost of annual and half-year business
licenses and abolishing the surcharge on those licenses; adding Section 5.45.076; and
amending Sections 5.30.20, 5.30.25, 5.30.030, 5.30.035, 5.30.040, 5.30.050, 5.30.060,
5.45.050, 5.45.070, 5.45.075, 5.45.076, 5.45.090, 5.55.030, 5.55.040, and 6.20.050,
respectively, of the Seattle Municipal Code.

WHEREAS, in 2003, the Washington State Legislature passed Chapter 79, Session Laws of
2003, which established mandatory provisions of the Model Ordinance to be used by
gross receipt business and occupation tax cities, codified in Chapter 35.102 RCW; and

WHEREAS, under Ch. 35.102 RCW, it is necessary that the City of Seattle adopt by ordinance
the mandatory provisions of the Model Ordinance; and

WHEREAS, the City desires to give small businesses a reduction on their business licensing fee;
and

WHEREAS, enforcement of the $5 late penalty on annual business licenses costs more than the
revenue it generates and the City desires to give licensees a grace period of one month

before penalties are assessed; and

WHEREAS, the Seattle Municipal Code needs to be clarified for the licensing and taxing of
trade show participants; NOW, THEREFORE,

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1. Section 5.30.020 of the Seattle Municipal Code is hereby amended aé follows:

5.30.020 Definitions, A--B.

wokok
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H. "Business and occupation tax" or "gross receipts tax" means a tax imposed on or

measured by the value of products, the gross income of the business, or the gross proceeds of

sales, as the case may be, and that is the legal liability of the business.

Section 2. Section 5.30.025 of the Seattle Municipal Code is hereby amended as follows:
5.30.025 Definitions, C--D.
A. "Cash discount" means a deduction from the invoiced amount allowed by the seller if

the ((bill)) invoice is paid within a certain time period or before a specified date.

B. "Cellular telephone service" is a voice or data telephone/telecommunications system
based in whole or substantial part on wireless radio cofnmunications, whether or not the
communications are subject to regulation by the Washington Utilities and Transportation
Commission (WUTC). This includes cellular mobile service. Cellular mobile service includes
other wireless radio communications services such as specialized mobile radio (SMR), personal
communications services (PCS), and any other evolving wireless radio communications
technology which accomplishes the same purpose as cellular mobile service.

C. "City" means the City of Seattle.

D. "Commercial or industrial use" means the following uses of products, including by-
products, by the extractor or manufacturer thereof:

1. Any use as a consumer; and

2. ((Any-use-int))The manufacturing of ((preduets-ineluding)) articles,

substances or commodities((+e%)).
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Section 3. Section 5.30.030 of the Seattle Municipal Code is hereby amended as follows:
5.30.030 Definitions, E--F.
A. "Eligible gross receipts tax" means a tax which:
1. Is imposed on the act or privilege of engaging in business activities within
SMC Section 5.45.050;
2. Is measured by the gross volume of business in terms of gross receipts, and is
not an income tax or §a1ue added tax;
3. Is not, pursuant to law or custom, separately stated from the sales price;
4. Is not a sales or use tax, business license fee, franohise fee, royalty or severance
tax measured by volume or weight, or concession charge, or payment for the use
and enjoyment of property, property right or a privilege; and

5. Is a tax imposed by a local jurisdiction, whether within or without the State of

Washington, and not by a Country, State, Province, or any other non-local
jurisdiction above the county level.

B. "Engaging in business."
1. The 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.
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2. This section sets forth examples of activities that constitute engaging in
business in the City, and establishes safe harbors for certain of those activities so
that a person who meets the criteria may engage in de minimus business activities
in the City without having to register and obtain a business license or pay City

business and occupation ((tieense)) taxes. The activities listed in this section are

illustrative only and are not intended to narrow the definition of "engaging in
business” in subsection (1), above. If an activity is not listed, the issue of whether
it constitutes engaging in business in the City shall be determined by considering
all the facts and circumstances and applicable law.
3. Without being all inclusive, any one of the following activities conducted
within the City by a person, or its employee, agent, representative, independent
contractor, broker or another acting on its behalf constitutes engaging in business
and requires a person to register and obtain a business license:

a. Owning, renting, leasing, maintaining, or having the right to use, or

using, tangible personal property, intangible personal propetty, or real

property permanently or temporarily located in the City;

b. Owning, renting, leasing, using, or maintaining, an office, place of

business, or other establishment in the City;

c. Soliciting sales;

d. Making repairs or providing maintenance or service to real or tangible

personal property, including warranty work and property maintenance;
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e. 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;

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

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

h. Collecting current or delinquent accounts;

i. Picking up and transporting tangible personal property, solid waste
construction debris, or excavated materials;

j. 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 managing real property;

k. 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, psychologists, court reporters, dentists, doctors, detectives,
laboratory operators, teachers, veterinarians; ((ex))

1. Meeting with customers or potential customers, even when no sales or

orders are solicited at the meetings((=));
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m. Training or recruiting ((employees;)) 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;

n. Investigating, resolving, or otherwise assisting in resolving customer
complaints;

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

p. Delivering goods in vehicles owned, rented, leased, used, or maintained
by the person who sold the goods or another acting on its behalf((<)); or

g. 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.

4. If a person, or its employee, agent, representative, independent contractor,

broker or another acting on the person's behalf, engages in no other activities in or

with the City but the following, it need not register and obtain a business license

and pay tax.

a. Meeting with suppliers of goods and services as a customer;
b. Meeting with government representatives in their official capacity,
other than those performing contracting or purchasing functions;

c. Attending meetings, such as board meetings, retreats, seminars, and
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conferenceé, or other meetings wherein the person does not provide
training in connection with tangible personal property sold by the person
or on its behalf;,
d. Renting tangible or intangible property as a customer when the property|
is not used in the City;
e. Attending, but not participating in, a "trade show". Persons
participating at a trade show shall review the City's trade show ordinance,
SMC Chapter 6.20;
f. Conducting advertising through the mail; or
g. Soliciting sales by phone from a location outside the City;
5. 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 the City.

The City expressly intends that engaging in business include any activity sufficient to
establish nexus for purposes of applying the tax under the law and the constitutions of the United
States and the State of Washington.

Nexus is presumed to continue as long as the taxpayer benefits from the activity that
constituted the original nexus generating contact or subsequent contacts.

C. "Extracting" means the activity engaged in by an extractor and is reportable under the

extracting classification.

((€))D. "Extractor" means every person who from the person's own land or from the land
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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 commercial or
industrial use, mines, quarries, takes or produces coal, oil, natural gas, ore, stone, sand, gravel,
clay, mineral or other natural resource product; or fells, cuts or takes timber, Christmas trees,
other than plantation Christmas trees, or other natural products; or takes fish, or takes, cultivates,
or raises shellfish, or other sea or inland water foods or products. "Extractor" does not include
persons performing under contract the necessary labor or mechanical services for others; persons
cultivating or raising fish entirely Within confined rearing areas on the person's own land or on
land in which the person has a present right of possession; or persons who fell, cut, or take

plantation Christmas trees from the person's own land or from land in which the person has a

present right of possession, ot persons meeting the definition of farmer.

E. "Extractor for Hire" means a person who performs under contract necessary labor or

mechanical services for an extractor.

((®))F. "Freight Broker" shall mean persons who sell, provide for, or arrange
transportation by a motor carrier for compensation. Freight brokers do not themselves transport
or contract to transport property from origin to destination.

Section 4. Section 5.30.035 of the Seattle Municipal Code is hereby amended as follows:

5.30.035 Definitions, G--M.

kR
D. "Gross income of the business" means the Valﬁe proceeding or accruing by reason of

the transaction of the business activity engaged in and includes gross proceeds of sales,
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compensation for the rendition of services, gains realized from trading in stocks, bonds or other
evidences of indebtedness, interest, discount, rents, royalties, fees, commissions, dividends and
other emoluments however designated, all without any deduction on account of the cost of
tangible property sold, the cost of materials used, labor costs, interest, discount, delivery costs,
taxes or any other expense whatsoever paid or accrued and without any deduction on account of
losses.
* kR
H. "Manufacturer," "to manufacture."
1. "Manufacturer" means every person who, either directly or by contracting with
others for the necessary labor or mechanical services, manufactures for sale or for
commercial or industrial use from the person's own materials or ingredients any
products. When the owner of equipment or facilities furnishes, or sells to the
customer prior to maﬁufacture, materials or ingredients equal to less than twenty
percent (20%) of the total value of all materials or ingredients that become a part .
of the finished product, the owner of the equipment or facilities will be deemed to
be a processor for hire and not a manufacturer. A business not located in this City
that is the owner of materials or ingredients processed for it in this City by a
processor for hire shall be deemed to be engaged in business as a manufacturer in
this City.
2. "To manufacture" means all activities of a commercial or industrial nature

wherein labor or skill is applied, by hand or machinery, to materials or ingredients
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so that as a result thereof a new, different or useful product of tangible personal
property is produced for sale or commercial or industrial use, and shall include:
a. The production of special-made articles or custom-made articles;
b. The production of dental appliances, devices, restorations, substitutes,
or other dental laboratory products by a dental laboratory or dental
technician;
c. Crushing and/or blending of rock, sand, stone, gravel, or ore, and
d. The producing of articles for sale, or for commercial or industrial use
from raw materials or prepared materials by giving such materials, articles,
and substances of trade or commerce new forms, qualities, properties or
combinations including, but not limited to, such activities as making,
fabricating, processing, refining, mixing, slaughtering, packing, aging,
curing, mild curing, preserving, canning, and the preparing and freezing of
fresh fruits and vegetables.

3. "To manufacture" shall not include the production of computer software if the

computer software is delivered from the seller to the purchaser by means other

than tangible storage media, including the delivery by use of a tangible storage

media where the tangible storage media is not physically transferred to the

urchaser.

I. "Motor Carrier" shall mean the carrier providing transportation for hire described in the

definitions of "common carrier" and "contract carrier" as defined in RCW 81.80.010.

10
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Section 5. Section 5.30.040 of the Seattle Municipal Code is hereby amended as follows:

5.30.040 Definitions, N--R.

kkk

D. "Office," "place of business." "Office" or "place of business" means a fixed location
or permanent facility where the regular business of the person is conducted and which is either
owned by the person or over which the person exercises legal dominion and control. The regular
business of the person is presumed conducted at a location:

1. Whose address the person uses as its business mailing address;

2. Where the place of primary use is shown on a telephone billing or a location

((©))containing a telephone line listed in a public telephone directory or other
similar publication under the business name;

3. Where the person holds itself out to the general public as conducting its regular
business through signage or other means; and

4. Where the person is required to obtain any appropriate state and local business
license or registration unless exempted by law from such requirement,

A vehicle such as a pick-up, van, truck, boat or other motor vehicle is not
an office or place of business. A posf office box is not an office or place of
business.

If a person has an office or place of business, the person's ﬁome is not an
office or place of business unless it meets the criteria for office or place of
business above((5)). If a person has no office or place of business, the person's

home or apartment within the City will be deemed the place of business.

11
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Rokok

Q. "Retailing" means the activity of engaging in making sales at retail and is reported

under the retailing classification.

((Q@)R. "Return" means any document a person is required by the City to file to satisfy or
establish a tax or fee obligation that is administered or collected by the City and that has a
statutorily defined due date.

(R)S. "Royalties" mean((s)) compensation for the use of intangible property, such as
copyrights, patents, licenses, franchises, trademarks, tradenames and similar items.

((S)T. "Rubbish" has the meaning given in SMC Section 21.36.016.

Section ,6' Section 5.30.050 of the Seattle Municipal Code is hereby amended as follows:

5.30.050 Definitions, S.

A. "Sale," "casual or isolated sale."

1. "Sale" means any transfer of the ownership of, title to, or possession of,

property for a valuable consideration and includes any activity classified as a "sale

at retail," ((e¥)) "retail sale,((z))" or "retail service." It includes renting or leasing,
conditional sale contracts, leases with option to purchase, and any contract under
which possession of the property is given to the purchaser but title is retained by
the vendor as security for the payment of the purchase price. It also includes the
furnishing of food, drink, or meals for compensation whether consumed upon the
premises or not.

2. "Casual or isolated sale" means a sale made by a person who is not engaged in

12
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the business of selling the type of property involved on a routine or continuous
basis.
B. "Sale at retail," "retail sale."
1. "Sale at retail" or "retail sale" means every sale of tangible personal property
(including articles produced, fabricated, or imprinted) to all persons irrespective
of the nature of their business and including, among others, without limiting the
scope hereof, persons who install, repair, clean, alter, improve, construct, or
decorate real or personal property of or for consumers, other than a sale to a
person who presents a resale certificate under RCW 82.04.470 and who:
a. Purchases for the purpose of resale as tangible personal property in the
regular course of business without intervening use by such person; or
b. Installs, repairs, cleans, alters, imprints, improves, constructs, or
decorates real or personal property of or for consumers, if such tangible
personal property becomes an ingredient or component of such real or
personal property without intervening use by such person; or
c. Purchases for the purpose of consuming the property purchased in
producing for sale a new article of tangible personal property or substance,
of which such property becomes an ingredient or component or is a
chemical used in processing, when the primary purpose of such chemical
is to create a chemical reaction directly through contact with an ingredient

of a new article being produced for sale; or

13
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The term shall include every sale of tangible personal property which is used or
consumed or to be used or consumed in the performance of any activity classified
as a "sale at retail" or "retail sale" even though such property is resold or utilized
as provided in (a), (b), (¢), (d), or (e) of this subsection following such use.

2. "Sale at retail" or "retail sale" also means every sale of tangible personal
property to persons engaged in any business activity which is taxable under
0500k SMC 5.45.050 G.

3. "Sale at retail" or "retail sale" shall include the sale of or charge made for
tangible personal property consumed and/or for labor and services rendered in

respect to the following:

d. Purchases for the purpose of cdnsuming the property purchased in
producing ferrosilicon which is subsequently used in producing
magnesium for sale, if the primary purpose of such property is to create a
chemical reaction directly through contact with an ingredient of
ferrosilicon; or

e. Purchases for the purpose of providing the property to consumers as

part of competitive telephone setvice, as defined in RCW 82.04.065.

a. The installing, repairing, cleaning, altering, imprinting, or improving of
tangible personal property of or for consumers, including charges made for
the mere use of facilities in respect thereto, but excluding charges made for

the use of coin-operated laundry facilities when such facilities are situated

14
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in an apartment house, rooming house, or mobile home park for the
exclusive use of the tenants thereof, and also excluding sales of laundry
service to nonprofit health care facilities, and excluding services rendered
in respect to live animals, birds and insects;

b. The constructing? repairing, decorating, or improving of new or existing
buildings or other structures under, upon, or above real property of or for
consumers, including the installing or attaching of any article of tangible
personal property therein or thereto, whether or nét such personal property
becomes a part of the realty by virtue of installation, and shall also include
the sale of services or charges made for the clearing of land and the
moving of earth excepting the mere leveling of land used in commercial
farming or agriculture;

c. The charge for labor and services rendered in respect to constructing,
repairing, or improving any structure upon, above, or under any real
property owned by an owner ‘who conveys the property by title, possession,
or any other means to the person performing such construction, repair, or
improvement for the purpose of performing such construction, repair, or
improvement and the property is then reconveyed by title, possession, or
any other means to the original owner;

d. The sale of or charge made for labor and services rendered in respect to

the cleaning, fumigating, razing or moving of existing buildings or

15
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structures, but shall not include the charge made for janitorial services; and
for purposes of this section the term "janitorial services" shall mean those
cleaning and caretaking services ordinarily performed by commercial
janitor service businesses including, but not limited to, wall and window
washing, floor cleaning and waxing, and the cleaning in place of rugs,
drapes and upholstery. The term "janitorial services" does not include
painting, papering, repaiting, furnace or septic tank cleaning, snow
removal or sandblasting;

e. The sale of or charge made for labor and services rendered in respect to
automobile towing and similar automotive transportation services, but not
in respect to those required to report and pay taxes under chapter 82.16
RCW,;

£ The sale of and charge made for the furnishing of lodging and all other
services, except network telephone service and cable service, by a hotel,
rooming house, tourist court, motel, trailer camp, and the granting of any
similar license to use real property, as distinguished from the renting or
leasing of real property, and it shall be presumed that the occupancy of real
property for a continuous period of one month or more constitutes a rental
or lease of real property and not a mere license to use or enjoy the same.

For the purposes of this subsection, it shall be presumed that the sale of

and charge made for the furnishing of lodging for a continuous period of

16
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H

one month or more to a person is a rental or lease of real property and not

a mere license to enjoy the same;

g. The sale of or charge made for tangible personal property, labor and
services to persons taxable under (a), (b), (c), (d), (¢), and (f) of this
subsection when such sales or charges are for property, labor and services
which are used or consumed in whole or in part by such persons in the
performance of any activity defined as a "sale at retail" or "retail sale" even|
though such property, labor and services may be resold after such use or
consumption.

Nothing contained in this subsection B 3 shall be construed to modify
subsection 1 of this subsection B, and nothing contained in subsection B 1 shall be
construed to modify this subsection B 3.

4. "Sale at retail" or "retail sale" shall also include the providing of competitive
telephone service to consumers.

5. "Sale at retail" or "retail sale" shall also include the sale of canned software
other than a sale to a person who presents a resale certificate under RCW
82.04.470, regardless of the method of delivery to the end user, but shall not
include custom software or the customization of canned software.

6. "Sale at retail” or "retail sale" shall also include the sale of or charge made for
labor and services rendered in respect to the building, repairing, or improving of

any street, place, road, highway, casement, right of way, mass public

17
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transportation terminal or parking facility, bridge, tunnel, or trestle which is
owned by a municipal corporation or political subdivision of the state, the State of
Washington, or by the Urﬁted States and which is used or to be used primarily for
foot or vehicular traffic including mass transportation vehicles of any kind.
(Public road construction).

7. "Sale at retail" or "retail sale" shall also include the sale of or chérge made for
labor and services rendered in respect to the constructing, repairing, decorating, or
improving of new or existing buildings or other structures under, upon, or above
real property of or for the United States, any instrumentality thereof, or a county
or city housing authority created pursuant to chapter 35.82 RCW, including the
installing, or attaching of any article of tangible personal property therein or
thereto, whether or not such personal property becomes a part of the realty by
virtue of installation (government contracting).

8. "Sale at retail" or "retail sale" shall not include the sale of services or charges
made for the clearing of land and the moving of earth of or for the United States,
any instrumentality thereof, or a county or city housing authority. Nor shall the
term include the sale of services or charges made for cleaning up for the United
States, or its instrumentalities, radioactive waste and other byproducts of weapons
production and nuclear research and development. (This is reported under the
service or other classification). ;

9. "Sale at retail" or "retail sale" shall not include the sale of or charge made for

18
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labor and services rendered for environmental remedial action as defined in RCW
82.04.2635(2) (This is reported under the service or other classification).
C. "Sale at wholesale," "wholesale sale." "Sale at wholesale" or "wholesale sale" means
any sale of tangible personal property which is not a retail sale, and any charge made for labor

and services rendered for persons who are not consumers, in respect to real or personal property

and retail services, if such charge is expressly defined as a retail sale or retail service when

rendered to or for consumers. Sale at wholesale also includes the sale of network telephone
service to a telecommunications company as defined in RCW 80.04.010 for the purpose of
resale, as contemplated by RCW 35.21.715.

Notwithstanding the above, "sale at wholesale" or "wholesale sale" shall specifically not
include a distribution cooperative's or its distribution affiliate's sales of merchandise to a
customer-owner of the distribution cooperative for the customer-owner's resale at retail. A
distribution cooperative or a distribution affiliate is taxed on such sales pursuant to Section
5.45.050 G of the Seattle Municipal Code.

D. "Services." A definition of “services” will be adopted when the term is defined in

RCW 82.04.

((B))E. "Software," "prewritten software," {(“canned-software;")) "custom software,"

"customization of canned software," "master copies," "retained rights."

1. "Prewritten software," or "((€))canned software" means computer software,

including prewritten upgrades, that is not designed and developed by the author or

other creator to the specifications of a specific purchaser. The combining of two

19
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or more prewritten computer software programs or prewritten portions thereof

does not cause the combination to be other than prewritten computer software.

Prewritten computer software includes software designed and developed by the

author or other creator to the specifications of a specific purchaser when it is sold

to a person other than such purchaser. Where a person modifies or enhances

computer software of which such persons is not the author or creator, the person

shall be deemed to be the author or creator only of the person’s modifications or

enhancements. Prewritten computer software ot a prewritten portion thereof that

is modified or enhanced to any degree, where such modification or enhancement

is designed and developed to the specifications of a specific purchaser, remains

prewritten computer software; however, where there is a reasonable, separately

stated charge or an invoice or other statement of the price given to the purchaser -

for the modification or enhancement, the modification or enhancement shall not

constitute prewritten computer software. ((software-thatis-ereated-forsaleto

2. "Custom software" means software created for a single person.

3. "Customization of canned software" means any alteration, modification, or

development of applications using or incorporating canned software to specific

20
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individualized requirements of a single person. Customization of canned software
includes individualized configuration of software to work with other software and
computer hardware but does not include routine installation. Customization of
canned software does not change the underlying character or taxability of the
original canned software.

4. "Master copies" of software means copies of software from which a software
developer, author, inventor, publisher, licensor, sublicensor, or distributor makes
copies for sale or license. The software encoded on a master copy and the media
upon which the software resides are both ingredients of the master copy.

5. "Retained rights" means any and all rights, including intellectual property
rights such as those rights arising from copyrights, patents, and trade secret laws,
that are owned or are held under contract or license by a software developer,
author, inventor, publisher, licensor, sublicensor, or distributor.

6. "Software" means any information, program, or routine, or any set of one (1) oj
more programs, routines, or collections of information used, or intended for use,
to convey information that causes one (1) or more computers or pieces of
computer-related peripheral equipment, or any combination thereof, to perform a
task or set of tasks. "Software" includes the associated documentation, materials,
or ingredients regardless of the media upon which that documentation is provided;
that describes the code and its use, operation, and maintenance and that typically

is delivered with the code to the consumer. All software is classified as either

21
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canned or custom.

((B)E. "Solid waste" has the meaning given in SMC Secﬁon 21.36.016.

(E)G. "Successor" means any person to whom a taxpayer quitting, selling out,
exchanging or disposing of a business sells or otherwise conveys, directly or indirectly, in bulk
and not in the ordinary course of the taxpayer's business, any part of the materials, supplies,
merchandise, inventory, fixtures or equipment of the taxpayer. Any person obligated to fulfill the
terms of a contract shall be deemed a successor to any contractor defaulting in the performance
of any contract as to which such person is a surety or guarantor.

Section 7. Section 5.30.060 of the Seattle Municipal Code is hereby amended as follows:

5.30.060 Definitions, T--Z.

ok
F. "Value proceeding or accruing" means the consideration, whether money, credits,

rights, or other property expressed in terms of money, a person is entitled to receive or accrue or

which is actually received or accrued. The term shall be applied, in each case, on a cash receipts
or accrual basis according to which method of accounting is regularly employed in keeping the
books of the taxpayer. The value proceeding or accruing from sales on the installment plan
under conditional contracts of sale shail be reported as of the dates when the payments become
due.
G. "Value of products, how determined."
1. The value of products, including by-products, extracted or manufactured, shall

be determined by the gross proceeds derived from the sale thereof, whether such
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sale is at wholesale or at retail, to which shall be added all subsidies and bonuses
received from the purchaser or from any other person with respect to the
extraction, manufacture or sale of such products or by-products by the seller.

2. Where such products, including by-products, are extracted or manufactured for
commercial or industrial use, and where such products, including by-products, are
shipped, transported or transferred out of the City, or to another person, without
prior sale or are sold under circumstances such that the gross proceeds from the
sale are not indicative of the true value or the subject matter of the sale, the value
shall correspond as nearly as possible to the gross proceeds from sales in this state
of similar products of like quality and character, and in similar quantities by other
takpayers, plus the amount of subsidies or bonuses ordinarily payable by the
purchaser or by any third person with respect to the extraction, manufacture or
sale of such products. In the absence of sales of similar products as a guide to
value, such value may be determined upon a cost basis. In such cases, there shall
be included every item of cost attributable to the particular article or article
extracted or manufactured, including direct and indirect overhead costs. The
Director of Finance may prescribe uniform and equitable rules for the purpose of
ascertaining such values.

3. Notwithstanding subsection 2 above, the value of a product manufactured or

produced for purposes of serving as a prototype for the development of a new or

improved product shall correspond to:
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a. the retail selling price of such new or improved product when first

offered for sale; or

b. the value of materials incorporated into the prototype in cases in which

the new or improved product is not offered for sale.

H. "Wholesaling" means engaging in the activity of making sales at wholesale, and is

reported under the wholesaling classification.

(H)IL. "Yardwaste" has the meaning given in SMC Section 21.36.016.

Section 8. Section 5.45.050 of the Seattle Municipal Code is hereby amended as follows:

5.45.050 Imposition of the tax--Tax or fee levied.

Except as provided in SMC 5.55.040(D)(1), there is hereby levied upon and shall be
collected from every person a tax for the act or privilege of engaging in business activities within
the City, whether the person's office or place of business be within or without the City. The tax
shall be in amounts to be determined by application of rates agaiﬁst gross proceeds of sale, gross
income of business, or value of products, including by-products, as the case may be, as follows:

A. Upon every person engaging within the City in business as an extractor; as to such
persons the amount of the tax with respect to such business shall be equal to the value of the
products, including by-products, extracted within the City for sale or for commercial or industrial
use, multiplied by the rate of two hundred fifteen one-thousandths of one percent (.00215). The
measure of the tax is the value of the products, including by-products, so extracted, regardless of
the place of sale or the fact that deliveries may be made to points outside the City.

B. Upon every person engaging within the City in business as a manufacturer, except

24
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persons taxable under subsection D of this Section; as to such persons the amount of the tax with
respect to such business shall be equal to the value of the products, including by-products,

manufactured or processed within the City, multiplied by the rate of two hundred fifteen one-

thousandths of one percent (.00215). The measure of the tax is the value of the products,
including by-products, so manufactured or processed, regardless of the place of sale or the fact
that deliveries may be made to points outside the City.

C. Upon every person engaging within the City in the business of making sales of retail
services, or making sales at wholesale or retail, except persons taxable under subseétion D of this
section; as to such persons, the amount of tax with respect to such business shall be equal to the
gross proceeds of such sales of the business without regard to the place of delivery of articles,
commodities or merchandise sold, multiplied by the rate of two hundred fifteen one-thousandths
of one percent (.00215).

D. Upon every person engaging within the City in the business of:

1. Buying wheat, oats, corn, barley and rye, but not including any manufactured
or processed products thereof, and selling the same at wholesale, the tax imposed
shall be equal to the gross proceeds of such sales of the business without regard to
the place of delivery of articles, commodities or merchandise sold, multiplied by
the rate of two hundred fifteen ten-thousandths of one percent (.000215); or

2. Manufacturing wheat into flour; the tax imposed shall be equal to the value of
the flour manufactured, multiplied by the rate of two hundred fifteen ten-

thousandths of one percent (.000215).
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E. Upon every person engaging within the City in the business of:
1. printing;
2. both printing and publishing newspapers, magézines, periodicals, books,
music, and other printed items;
3. publishing newspapers, magazines and periodicals;

4, extracting for hire;

((4))S. processing for hire; or

((5))6. conducting a tour operator business; as to such persons, the amount of tax
on such business shall be equal to the gross income of the business multiplied by
the rate of two hundred fifteen one-thousandths of one percent (.00215).

F. Upon every motor carrier engaging within the City in the business of transporting
freight fof hire, as to such persohs, the amount of the tax with respect to such business shall be
equal to the gross income from the transport of freight picked up in the City multiplied by the
rate of four hundred fifteen one-thousandths of one percent (.00415). The business of
transporting freight for hire includes the business of leasing or renting motor vehicles operated by
the lessor, or by a person under the control of the lessor, to transport freight for hire.

G. Upon every other person engaging within the City in any business activity other than
or in addition to those enumerated in the above subsections; as to such persons, the amount of tax
on account of such activities shall be equal to the gross income of the business multiplied by the
rate of four hundred fifteen one-thousandths of one percent (.00415). This subsection includes,

among others, and without limiting the scope hereof (whether or not title to material used in the
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performance of such business passes to another by accession, merger or other than by outright
sale), persons engaged in the business of developing, or producing custom software or of

customizing canned software, producing royalties or commissions, persons engaged in the

business of freight brokering, and persons engaged in the business of rendering any type of

service which does not constitute a sale at retail, ((ex)) a sale at wholesale, or a retail service.

Section 9. Section 5.45.070 of the Seattle Municipal Code is hereby amended as follows:

5.45.070 Multiple activities credit when activities take place in one or rhore cities
with eligible gross receipt taxes.

A. Persons who engage in business activities that are within the purview of two (2) or
more subsections of SMC Section 5.45.050 shall be taxable under each applicable subsection.

B. Notwithstanding anything to the contrary herein, (())if imposition of the City's tax

would place an undue burden upon interstate commerce or violate constitutional requirements, a
taxpayer shall be allowed a credit to the extent necessary to preserve the validity of the City's tax,
and still apply the City tax to as much of the taxpayer's activities as may be subject to the City's
taxing authority.
ok ok

Section 10. Section 5.45.075 of the Seattle Municipal Code is hereby amended as
follows:

5.45.075 Deductions to prevent multiple taxation of transactions involving more

than one city with an eligible gross receipts tax.

A. Amounts subject to an eligible gross receipts tax in another city that also maintains
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nexus over the same activity. A taxpayer that is subject to an eligible gross receipts tax on the
same activity in more than one jurisdiction may be entitled to a deduction as follows:
1. A taxpayer that has paid an eligible gross receipts tax with respect to a sale of
goods or services, to a jurisdiction in which the goods are delivered or the services
are provided, may deduct an amount equal to the gross receipts used to measure
that tax from the measure of the tax owed to the City.
2. Notwithstanding the above, a person who is subject to an eligible gross receipts

tax in more than one jurisdiction on the gross income derived from intangibles

such as royalties, trademarks, patents, or goodwill shall assign those gross receipts

jurisdiction where the person is domiciled (its headquarters is located).

3. A taxpayer that has paid an eligible gross receipts tax on the privilege of
accepting or executing a contract with another city may deduct an amount equal to
the contract price used to measure the tax due to the other city from the measure
of the tax owed to the City.

B. Person manufacturing products within and without the City. A person manufacturing
products within the City using products manufactured by the same person outside the City may
deduct from the measure of the manufacturing tax the value of products manufactured outside the
City and included in the measure of an eligible gross receipts tax paid to the other jurisdiction

with respect to manufacturing such products.
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Section 11. A new section is added to the Seattle Municipal Code, as follows:

5.45.076 Assisnment of gross income derived from intangibles.

Gross income derived from the sale of intangibles such as royalties, trademarks, patents,

or goodwill shall be assigned to the jurisdiction where the person is domiciled (its headquarters is

located).

Section 12. Section 5.45.090 of the Seattle Municipal Code is hereby amended as
follows:

5.45.090 Exemptions.

EX

T. Amounts derived from sale of real estate. This chapter shall not apply to gross
proceeds derived from the sale of real estate. This, however, shall not be construed to allow an
exemption of amounts received as commissions from the sale of real estate, nor as fees, handling
charges, discounts, interest or similar financial charges resulting from, or relating to, real estate

transactions. This chapter shall also not apply to amounts received for the rental of real estate if

the rental income is derived from a contract to rent for a continuous period of thirty (30) days or
longer. |

U. Mortgage Brokers' Third-Party Provider Services Trust Accounts. This chapter shall
not apply to amounts received from trust accounts to mortgage brokers for the payment of third-
party costs if the accounts are operated in a manner consistent with RCW 19.146.050 and any
rules adopted by the director of financial institutions.

V. Amounts Derived From Manufacturing, Selling or Distributing Motor Vehicle Fuel.
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This chapter shall not apply to the manufacturing, selling or distributing motor vehicle fuel, as
the term "motor vehicle fuel" is defined in RCW 82.36.010 and exempted under RCW
82.36.440, provided that any fuel not subj ected to the state fuel excise tax, or any other
applicable deduction or exemption, will be taxable under this chapter.

W. Amounts Derived From Liquor, and the Sale or Distribution of Liquor. This chapter
shall not apply to liquor as defined in RCW 66.04.010 and exempted in RCW 66.08.120.

X Casual and Isolated Sales. This chapter shall not apply to the gross proceeds derived
from casual or isolated sales.

Y. Health Maintenance Organization, Health Care Service Contractor, Certified Health
Plan. Beginning on January 1, 2000, this chapter does not apply to any health maintenance
organization, health care service contractor, or certified health plan in respect to premiums or
prepayments that are taxable under RCW 48.14.0201. This exemption is limited to premiums
and payments for health benefit plans offered by health care service contractors under RCW
Chapter 48.44 and health maintenance organizations under RCW chapter 48.46 and does not
apply to health care services directly delivered by the employees of a health maintenance
organization under RCW Chapter 48.46.

7. Accommodation Sales. This chapter shall not apply to sales for resale by persons
regularly engaged in the business of making retail sales of the type of property so sold to other
persons similarly engaged in the business of selling such property where:

1. The amount paid by the buyer does not exceed the amount paid by the seller to

his vendor in the acquisition of the article; and
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2. The sale is made as an accommodation to the buyer to enable the buyer ((him))
to fill a bona fide existing order of a customer or is made within fourteen (14)
days to reimburse in kind a previous accommodation sale by the buyer to the
seller.

Provided, that where the seller holds himself or herself out as being regularly
engaged in the business of making sales at wholesale of such property, such sales
shall be included in his principal business activity, and not exempt from tax.

AA. Real Estate Brokers and Associated Brokers, Agents, or Salesmen. This chapter
does not apply to that portion of a real estate commission assigned to another brokerage office
pursuant to the division of revenue between the originating brokerage office and a cooperating
brokerage office on a particular transaction. Each brokerage office shall pay the tax upon its
respective revenue share of the transaction. Furthermore, where a brokerage office has paid the
business license tax on the gross commission earned by that brokerage office, associate brokers,
salesmen or agents within the same office shall not be required to pay the tax upon their share of
the commission from the same transaction.

BB. Taxes Collected as Trust Funds. This chapter shall not apply to amounts collected
by the taxpayer from third parties to satisfy third party obligations to pay taxes such as the retail
sales tax, use tax, and admission tax.

CC. Public Utilities. This chapter shall not apply to any person in respect to a

business activity with respect to which a utilities tax liability is specifically imposed pursuant to

SMC Chapter 5.48,.
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Section 13. Effective for licenses to engage in business in 2005 and in subsequent years,
Section 5.55.030 of the Seattle Municipal Code is hereby amended as follows:

5.55.030 License requirements.

A. No person, unless specifically exempted, shall engage in any business activity,
profession, trade or occupation in the City without having first obtained and being the holder of a

valid and subsisting license to do so, to be known as a "business license." The fee for the

business license shall be ((Seventy-five)) Ninety Dollars ($((#5))90.00) for persons with

worldwide gross income of the business and value of products of more than Twenty Thousand

Dollars ($20,000) in the current calendar year that engage ((engaging)) in any business activity,

profession, trade or occupation in the City prior to July 1st and ((Fhirty-seven)) Forty-five

Dollars ((and-Eifty-Cents)) ($((37-56))45.00) for persons beginning their activity on or after July

1st. The business license fee for persons with worldwide gross income of the business and value

of products of Twenty Thousand Dollars ($20,000) or less in the current calendar year will be

Forty-five Dollars ($45) if prior to July 1% and Twenty Two Dollars and Fifty Cents ($22.50) for

persons beginning their activity on or after July 1%, ((Effective-January1;2003-a-surchargeof

beginning their activity-after June 30™.)) The fee shall accompany the application for the license.

The business license shall expire at the end of the calendar year for which it is issued.

The business license shall be personal and nontransferable except as provided in subsection G,
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below. Applications for the business license shall be made to the Director of (())Finance on
forms provided by the Director. Each business license shall be numbered, shall show the name,
place and character of the business of the licensee, and such other information as the Director
deems necessary, and shall at all times be conspicuously posted in the place of business for
which it is issued.

If the licensee changes the place of business, the licensee shall return the business license
to the Director and a new license shall be issued for the new place of business free of charge.

B. When business is transacted at two (2) or more separate places by one (1) taxpayer, a
separate business license for each place at which business is transacted With the public shall be
required. A Ten Dollar ($10.00) license fee shall be imposed and accompany each application
for the business license required for each additional business location.

C. No person to whom a business license has been issued pursuant to this chapter shall
suffer or allow any other person for whom a separate license is required to operate under or
display his or her license; nor shall such other person operate under or display such license.

D. As provided in SMC Section 6.20.040, a participant at an event, identified in the list

supplied by the promoter or organizer, shall be exempt from the ((sinimum)) business license
fee established by subsection A, above, or the fee for a separate business location established by
subsection B, above, on account of business activities at the licensed event for the duration of the

event license: provided however, that such participant is not otherwise engaging in business in

the City as such term is defined in SMC Section 5.30.030 B2.

E. Any business license may be renewed by the payment for the ensuing year of the
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license fee herein prescribed on or before the date of the expiration of such license. Any licensee
who fails to make payment on or prior to the expiration date of said business license shall be
subject to penalties in the following amounts:
((}.-Five-Dollars-($5)-if not-rcecived-on-or-before-the-due-dates))
((2)1. Ten Dollars ($10) if not received on or before the last day of the month
following the due date.
((3))2. Twenty Dollars ($20) if not received on or before the last day of the
second‘ month following the due date. |
((4)3. All business licenses issued subsequent to the initial license period shall
be deemed renewal licenses if there has beeﬁ no discontinuance of the licensee's
operations or activities. Nonpayment of business license fees and taxes when due
by the licensee during the term of any license shall constitute grounds for
revocation or suspension of said license.

F. Licenses for amusement devices will be in addition to this business license and will be
assessed pursuant to SMC Section 5.32.170. It is unlawful for any person to own any amusement
device, which is available for use by the public, without having first obtained an amusement
device license issued in accordance with the provisions of this chapter and SMC Chapter 5.32.
The license shall be attached to the amusement device at all times when in use or play or
available for use or play so that it is readily visible. The amusement device license will be
prorated semi-annually in the same manner as the business license; however, the amusement

device license expires annually on November 30th.
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G. A business license or amusement device license cannot be assigned or transferred,
except that a license may be transferred:

1. To the surviving or new corporation, whenever the licensed corporation is
merged or consolidated pursuant to RCW Chapter 23B.11, as now or hereafter
amended;
2. To the surviving partner, or to a new partnership which consists exclusively of
the surviving partners, whenever one (1) partner of a licensed partnership dies;
3. To the surviving spouse, whenever one (1) spouse of a licensed marital
community dies;
4. To any one (1) or more former partners, whenever a licensed partnership is
dissolved and one (1) or more of the former partners of the licensed partnership
continue the operation of the business as an individual proprietorship or
partnership without the addition of any new partner, and all of the other former
partners consent in writing to the transfer of the license, which written consent
shall be filed with the application for such transfer;
5. To one (1) spouse, whenever a licensed marital community is dissolved and the
other spouse consents in writing to the transfer of the license, which written
consent shall be filed with the application for such transfer;
6. In case of the death of any licensee before the expiraﬁon of his or her license,
his or her administrator or executor, duly appointed as such by order of court, may

continue to act under said license for the unexpired term thereof upon filing with
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the City proof of such appointment.
As used in this subsection, SMC 5.55.030 G, the term "partnership" includes joint

venture, and the term "partner" includes a co-venturer.

Section 14. Section 5.55.040 of the Seattle Municipal Code is hereby amended as
follows:

5.55.040 When due and payable--Reporting periods--Monthly, quarterly, and

annual ‘returns—-Threshold provisions--Computing time periods--Failure to file

returns.

A. Other than any annual license fee or registration fee assessed under this chapter, the
tax imposed by SMC Chapters 5.32 (Amusement Devices), 5.40 (Admission Taxes), 5.45
(Business License Tax), 5.48 (Utility Tax), and 5.52 (Gambling Tax), shall be due and payable in
quarterly installments. At the Director's discretion, businesses may be assigned to a monthly or
annual reporting period depending on the tax amount owing or type of tax. Taxes imposed by
SMC Section 5.52.030(A)(2) and (B)(2) for punchboards and pulltabs shall be due and payable
in monthly installments. Tax payments are due on ot before the last day of the next month
following the end of the assigned reporting period covered by the return.

B. Taxes shall be paid as provided in this chapter and accofnpanied by a return on forms
as prescribed by the Director. The return shall be signed by the taxpayer personally or by a
responsible officer or agent of the taxpayer. The individual sighing the return shall swear or
affirm that the information in the return is true and complete. |

C. Tax returns must be filed and returned by the due date whether or not any tax is owed.
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Returns not received on or before the due date are subject to penalties and interest in accordance
with this chapter.

D. 1. For purposes of the tax imposed by SMC Chapter 5.45, any person whose

((valae-ofproduets;)) gross proceeds of sales, ((er)) gross income of the business,

and value of products, including by-products, as the case may be, from all

activities conducted within the City subject to tax after all allowable deductions, is

less than Fifty Thousand Dollars ($50,000) in the current calendar year, shall file a
return, declare no tax due on their return, and submit the return to the Director.
The gross receipts and deduction amounts shall be entered on the tax return even

though no tax may be due.

2. Any person who reasonably estimates that the ((value-ofpreduets;)) gross

proceeds of sales, ((ex)) gross income of the business, and value of products,

including by-products, as the case may be, from all activities conducted within the

City subject to tax after all allowable deductions, will be less than Fifty Thousand
Dollars ($50,000) in the current calendar year may file a declaration so stating on
a form supplied by the Director at the same time he or she files his or her
application for a business license or a renewal. The Director may assign any
person who files such declaration to an annual reporting basis.
E. A taxpayer who commences to engage in business activity shall file a return and pay
the tax or fee for the portion of the reporting period during which he or she is engaged in

business activity subject to the conditions set forth in subsection D, above.
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F. Except as otherwise specifically provided by any other provision of this chapter, in
computing any period of days prescribed by this chapter the day of the act or event from which
the designated period of time runs shall hot be included. The last day of the period shall be
included unless it is a Saturday, Sunday, or City or Federal legal holiday, in which case the last
day of such period shall be the next succeeding day which is neither a Saturday, Sunday, or City
or Federal legal holiday.

G. If any taxpayer fails, neglects or refuses to make his or her return as and when
required in this chapter, the Director is authorized to determine the amount of the tax or fees
payable by obtaining facts and information upon which to base his or her estimate of the tax or
fees due. Such assessment shall be deemed prima facie correct and shall be the amount of tax
owed to the City by the taxpayer. The Director shall notify the taxpayer by mail of the amount of
tax so determined, together with any penalty, interest, and fees due; the total of such amounts

shall thereupon become immediately due and payable.

Section 15. Section 6.20.050 of the Seattle Municipal Code is hereby amended as
follows:
6.20.050 Relation to annual City business license.

A. A ((participantata-trade-show)) person whose business location is located outside the

City, and who (a) has been identified ina listing supplied to the City by the trade show's
promoter or organizer under Section 6.20.030, and (b) limits ((his-ex-hez)) their business

activities in Seattle to a trade show ancillary to a convention, shall be exempt from paying the
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((minimum)) business license fee required by Section 5.55.030 A on account of ((his-er-her))
their business activities at the trade show, or in the event that the participant already has a City
business license, from securing a license for a separate business location at the trade show under
Section 5.55.030 B, each for the duration of the trade show license.

B. Notwithstanding subsection A above, a((A)) participant at a trade show remains

subject to the other provisions of Chapters 5.45‘or 5.48, as the case may be. If the gross proceeds
of sales, value of products, or gross income of the participant on account of his or her business
activities at the trade show or elsewhere in Seattle is equal to or exceeds the taxable threshold
pursuant to SMC Subsection 5.55.040 D in the tax year, the participant shall ((file)) obtain a

business license and pay the City's business license tax as contemplated by Chapter 5.45.

C. Registration of a participant at a trade show of collectibles for hobbyists sponsored by
an association of such collectors or an incorporated association of dealers in such collectibles
substitutes for applying for a "used goods dealers" license with respect to transactions at the trade
show in that line of collectibles, but not of other objects. The trade show license shall be in lieu
of the license and fees required by Sections 6.288.030 and 6.204.080. The pal*ticipants are
subject to Section 6.288.050 (unlawful acts) and Sections 6.288.070 through 6.288.110, inclusive
(recordkeeping, reporting to police, police holds, and inspec‘Fion).

Section 16. Any act by the Director of Executive Administration or any ofﬁcef, agent, or
employee authorized to act on the Director’s behalf, pursuant to the authority and prior to the

effective date of this ordinance, for the purpose of issuing business licenses, including but not
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limited to issuing business licenses for 2005 at the new rates established in this ordinance, is
hereby ratified and confirmed.

Section 17. Sections 1 through 12 and Sections 14 and 15 shall take effect and be in
force on January 1, 2005.

Section 18. This ordinance shall take effect and be in force thirty (30) days from and
after its approval by the Mayor, but if not approved and returned by the Mayor within ten (10)
days after presentation, it shall take effect as provided by Municipal Code Section 1.04.020.

Passed by the City Council the ;;;z_}‘;‘”’%day of Npsecbe s » 2004, and signed by me in open
session in authentication of its passage this 2>2¢ day of Dzyewbe > , 2004,

Vputlleeqo

Président : of t@ City Council

Approved by me this : %ﬁ day of 5= '“&5"‘"“”’“?2%%45

7z
£

Gregory J

%

Nickels,
\

LY
IR
Y

Filed by‘ me this _é_ogy of

\
§

(Seal) |
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@'City of Seaﬁle

Gregory J. Nickels, Mayor

Office of the Mayor

November 5, 2004

Honorable Jan Drago
President

Seattle City Council
City Hall, 2™ Floor

Dear Council President Drago:

The attached proposed Council Bill would amend various provisions of the City’s business and
occupation (B&O) tax code to comply with the State of Washington’s Model Ordinance governing
B&O taxes, as codified in RCW Chapter 35.102. It is mandatory for cities that collect B&O taxes to
adopt the State’s definitions and other related provisions by December 31, 2004, or they could lose
their B&O tax-collection authority. The City of Seattle receives approximately $130 million in
revenue per year from B&O taxes.

In addition to the adoption of the State’s Model Ordinance provisions, the attached legislation would
add exemptions for certain types of rental income and utility revenue, thereby giving small
businesses a reduction on their business licensing fees. A one-month grace period would be granted
to licensees who file their annual business license renewals late, delaying the assessment of the
current $5 late penalty fee. The proposed legislation also clarifies business license requirements and
B&O tax rules for trade show activities, and abolishes the business license surcharge authorized by
Ordinance 120966. Finally, the legislation increases the costs of annual and half-year business
licenses for businesses grossing more than $20,000 worldwide. New lower license fees would be
established for businesses with worldwide gross revenues of $20,000 or less.

Thank you for your consideration of this legislation. Should you have any questions in this regard,
please contact Ken Nakatsu, Director of Executive Administration, at 684-0505, or Mel McDonald,
Director of the Revenue and Consumer Affairs Division, at 233-0071.

Sincerely, ¢ —
< " % — g&%
£ % % % &”g Q %ﬁ%@ “}Z/
”’““\«mm} R R L T,

e,

REG NIEKELS e,
Ma){Qr, of Skattle _ %\%§

ées ‘Honorabl Members of the Seattle City CoUﬁgl

[ —

600 Fourth Avenue, 7 Floor, P.O. Box 94749, Seattle, WA 98124-4749
Tel: (206) 684-4000, TDD: (206) 684-8811 Fax: (206) 684-5360, E:mail: mayors.office@seattle.gov :
An equal employment opportunity, affirmative action employer. Accommodations for people with disabilities provided upon requg
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FISCAL NOTE FOR NON-CAPITAL PROJECTS
Department: Contact Person/Phone: DOF Analyst/Phone:
| Executive Administration | Mel McDonald/3-0071 | Tyler Running Deer/4-8075 |
Legislation Title:

AN ORDINANCE relating to business licensing; adding exemptions for rental income and utility
revenue taxed under SMC Chapter 5.48; providing for a two-tier business license fee structure;
providing a grace period before assessing penalties to licensees that file annual business license
renewals late; increasing the cost of annual and half-year business licenses and abolishing the
surcharge on those licenses; adding Section 5.45.076; and amending Sections 5.30.20, 5.30.25,
5.30.030, 5.30.035, 5.30.040, 5.30.050, 5.30.060, 5.45.050, 5.45.070, 5.45.075, 5.45.076,
5.45.090, 5.55.030, 5.55.040, and 6.20.050, respectively, of the Seattle Municipal Code.

Summary of the Legislation:

Sections 1 through 12 of the proposed legislation would amend various provisions of the
City’s business and occupation (B&O) tax code to comply with the State of Washington’s
Model Ordinance governing B&O taxes, codified in chapter 35.102 RCW. Adoption of the
State’s definitions and other provisions is mandatory for cities that collect B&O taxes. The
City must adopt the state provisions by December 31, 2004 or it may lose its tax-collection
authority. Revenues from B&O taxes amount to $130 million annually for the City. The
majority of these changes are slight wording changes to clarify definitions and do not
tepresent a material change in position or interpretation.

In addition to adoption of state Model Ordinance provisions, the proposed legislation would
add exemptions for certain types of rental income and utility revenue. These revisions
codify existing procedures and do not constitute new policy. The City would grant a one-
month grace period to licensees who file their annual business licenses renewals late. The
proposed legislation clarifies business license requirements and B&O tax rules for trade
show activities.

Section 13 of the Council Bill proposes abolishing the business license surcharge authorized
by Ordinance 120966, and increasing the costs of annual and half year business licenses
would be increased for businesses grossing more than $20,000 worldwide. New lower
license fees, covering only adminstrative costs, would be established for businesses with
worldwide gross revenues of $20,000 or less.

Background: (Include brief description of the purpose and context of legislation and
include record of previous legislation and funding history, if applicable):

@}E}%X
Ly
e/
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In 2001, the City of Seattle drafted and subsequently adopted a model tax ordinance
with a view towards promoting uniformity and consistency among the various cities in
Washington who maintain a business and occupations tax code. In 2003 the
Washington State Legislature passed the Municipal Business and Occupations Tax
Statute codified in Chapter 35.102 of the Revised Code of Washington. This
legislation was enacted to respond to the concerns of Washington businesses regarding
multiple taxation and lack of uniformity among various jurisdictions.

Cities that maintains a business and occupations tax code are required to adopt the
mandatory provisions of chapter 35.102 RCW by no later than December 31, 2004.
Failure to do so could result in the City losing its right to impose taxes on business
activities in Seattle. The City’s annual revenues from business and occupation taxes
amount to $130 million.

e Please check one of the following:

This legislation does not have any financial implications. (Stop here and delete the
remainder of this document prior to saving and printing.)

X  This legislation has financial implications. (Please complete all relevant sections that
follow.)

Appropriations: This table should reflect appropriations that are a direct result of this
legislation. In the event that the project/ programs associated with this ordinance have
appropriations that were, or will be, received because of previous or future legislation or
budget actions, please provide details in the Notes section below.

Fund Name and Department Budget Control 2004 2005 Anticipated
Number A Level* Appropriation | Appropriation
N/A ‘

TOTAL

*See budget book to obtain the appropriate Budget Control Level for your department.

Notes: None.
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Anticipated Revenue/Reimbursement: Resulting From This Legislation: This table should
reflect revenues/reimbursements that are a direct result of this legislation. In the event that the

issues/projects associated with this ordinance/resolution have revenues or reimbursements that -
were, or will be, received because of previous or future legislation or budget actions, please
provide details in the Notes section below the table.

Fund Name and Department Revenue Source 2004 2005
Number Revenue Revenue
General Fund DEA Business License $0 (27,000)
00100 Penalty’
General Fund DEA Business Licenses 410,000 436,125
00100 (Annual Worldwide

Gross of more than

$20,000)*
General Funds DEA Business Licenses (490,000) (509,250)
00100 (Annual Worldwide

Gross of $20,000 or

less)’

TOTAL (80,000) (100,125)

Notes: The proposed legislation imposes a new lower business license fee for businesses with
annual worldwide gross revenues of $20,000 or less. This will result in a net revenue loss for
those fees, which is partly offset by an increase in the business license fee for businesses with
annual worldwide gross revenues of more than $20,000.

! Revenue estimates based on an average of 5,400 penalties per year at $5.00 per penalty.

2 The 2004 revenue is generated only from December 2004 and is based upon 41,000 annual licenses. The 2005
revenue is based upon approximately 45,000 business licenses, of which approximately 2,775 are half-year licenses.
For these businesses, there is a net revenue increase of $10 per annual license (totaling $422,250) and $5 per half-
year license (totaling $13,875). '

3 The 2005 revenue is based upon approximately 15,000 business licenses, of which approximately 900 are half-
year licenses. For these businesses, there is a net revenue decrease of $35 per annual license (totaling $493,500)
and $17.50 per half-year license (totaling $15,750). The revenue from the lower license fees for these small

businesses is no more than the costs of administration.

<qu5§5
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Total Regular Positions Created Or Abrogated Through This Legislation, Including FTE
Impact: This table should only reflect the actual number of positions created by this legislation
In the event that positions have been, or will be, created as a result of previous or future
legislation or budget actions, please provide details in the Notes section below the table.

Position Title and Fund Fund Part- 2004 2004 2005 2005
Department* : Name Number Time/ Positions | FTE | Positions** | FTE**
Full Time
N/A
TOTAL

% List each position separately

** 2005 positions and FTE are total 2005 position changes resulting from this legislation, not
incremental changes. Therefore, under 2005, please be sure to include any continuing positions
Sfrom 2004

Notes: No positions created.

o Do positions sunset in the future? (If yes, identify sunset date): Not applicable

Spending/Cash Flow: This table should be completed only in those cases where part or all of
the funds authorized by this legislation will be spent in a different year than when they were
appropriated (e.g., as in the case of certain grants and capital projects). Details surrounding
spending that will occur in future years should be provided in the Notes section below the table.

Fund Name and Department Budget Control 2004 2005 Anticipated
Number Level* Expenditures Expenditures

TOTAL

* See budget book to obtain the appropriate Budget Control Level for your department.

Notes:

e What is the financial cost of not implementing the legislation? (Estimate the costs to the
City of not implementing the legislation, including estimated costs to maintain or expand an

existing facility or the cost avoidance due to replacement of an existing facility, potential
conflicts with regulatory requirements, or other potential costs if the legislation is not
implemented.) »

Pursuant to RCW 35.102.140, all cities are required to comply with all requirements of the
Municipal Business and Occupation Tax statute by December 31, 2004. If the City fails to
adopt the Model Ordinance, it could lose its right to impose a tax on the privilege of
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engaging in business activities in Seattle. Ifthe City is unable to impose and collect this tax,
it stands to lose approximately $130 Million dollars annually in revenue.

e What are the possible alternatives to the legislation that could achieve the same or
similar objectives? (Include any potential alternatives to the proposed legislation, such as

reducing fee-supported activities, identifying outside funding sources for fee-supported
activities, etc.)

None. Pursuant to RCW 35.102.140, all cities are required to comply with all requirements
of the Municipal Business and Occupation Tax statute by December 31, 2004. If the City

fails to comply with the statute, it could los its right to impose a tax on the privilege of
engaging in business activities in Seattle.

e Is the legislation subject to public hearing requirements: (If yes, what public hearings
have been held to date, and/or what plans are in place to hold a public hearing(s) in the

future.)
None.
e Other Issues (including long-term implications of the legislation):

None.

Please list attachments to the fiscal note below: None.
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ORDINANCE

AN ORDINANCE relating to business licensing; adding exemptiox;s/for rental income and utility
revenue taxed under SMC Chapter 5.48; providing for a :c/vsfo-tier business license fee
structure; providing a grace period before assessing pg}élties to licensees that file annual
business license renewals late; increasing the cost of annual and half-year business
licenses and abolishing the surcharge on those lic tées; adding Section 5.45.076; and
amending Sections 5.30.20, 5.30.25, 5.30.030,;;0.035, 5.30.040, 5.30.050, 5.30.060,
5.45.050, 5.45.070, 5.45.075, 5.45.076, 5.45.090, 5.55.030, 5.55.040, and 6.20.050,
respectively, of the Seattle Municipal Code,

WHEREAS, in 2003, the Washington State Legislature passed Chapter 79, Session Laws of
2003, which established mandatory provisions of the Model Ordinance to be used by
gross receipt business and occupation tax cities, codified in Chapter 35.102 RCW; and

WHEREAS, under Ch. 35.102 RCW, itAs necessary that the City of Seattle adopt by ordinance
the mandatory provisions of thé Model Ordinance; and

WHEREAS, the City desires to givé small businesses a reduction on their business licensing fee;
and '

WHEREAS, enforcement of the $5 late penalty on annual business licenses costs more than the
revenue it generates and the City desires to give licensees a grace period of one month
before penalties are gssessed; and

WHEREAS, the Seattle Municipal Code needs to be clarified for the licensing and taxing of
trade show partigipants; NOW, THEREFORE,

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1. Section 5.30.020 of the Seattle Municipal Code is hereby amended as follows:

5.30.020 Definitions, A--B.

Hkok
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H. "Business and occupation tax" or "gross receipts tax" means a tax imposed on or

measured by the value of products, the gross income of the business, on the gross proceeds of

sales, as the case may be, and that is the legal liability of the business. e

v
Y

Section 2. Section 5.30.025 of the Seattle Municipal Code?;\éeby amended as follows:
5.30.025 Definitions, C--D. /

A. "Cash discount" means a deduction from the iny)él amount allowed by the seller if

the ((bil)) invoice is paid within a certain time periodf;{gefore a specified date.

B. "Cellular telephone service" is a voice 01/ data telephone/telecommunications system
based in whole or substantial part on wireless rddio communications, whether or not the
communications are subject to regulation by the Washington Utilities and Transportation
Commission (WUTC). This includes cellular mobile service. Cellular mobile service includes

other wireless radio communications gervices such as specialized mobile radio (SMR), personal

communications services (PCS), and any other evolving wireless radio communications
technology which accomplishey'the same purpose as cellular mobile service.
C. "City" means the/ﬁfity of Seattle.
D. "Commercial 9{/industrial use" means the following uses of products, including by-
) ,

/
products, by the extracgér or manufacturer thereof:

1. Any use as a consumer; and

2. ((Anyuse-int))The manufacturing of ((preduets-ineluding)) articles,

substances or commodities((;-e%)).
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Section 3. Section 5.30.030 of the Seattle Municipal Code is hereby amended as follows:
e
S

-~

5.30.030 Definitions, E--F.

A. "Eligible gross receipts tax" means a tax which:

1. Ts imposed on the act or privilege of engaging in business activities within
SMC Section 5.45.050;
2. Is measured by the gross volume ?{uéness in terms of gross receipts, and is
not an income tax or value added 4x;
3. Is not, pursuant to law or c/ufstom, separately stated from the sales price;
4. Is not a sales or use tax/(usiness license fee, franchise fee, royalty or severance
tax measured by volumg or weight, or concession charge, or payment for the use
and enjoyment of pr if)erty, property right or a privilege; and

5. Is a tax imposg¢d by a local jurisdiction, whether within or without the State of

Washington, ey{ii not by a Country, State, Province, or any other non-local
jurisdiction above the county level.

B. "Engaging in/ usiness."
1. The/erm "engaging in business activity" means commencing, conducting, or
contiftuing 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.
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2. This section sets forth examples of activities that constitute engagigg in
business in the City, and establishes safe harbors for certain of t s;activities S0
that a person who meets the criteria may engage in de minimus business activities
in the City without having to register and obtain a bufiénlzcense or pay City
business and occupation ((lieense)) taxes. The a ivities listed in this section are
illustrative only and are not intended to narr A/‘e definition of "engaging in
business" in subsection (1), above. If an ctivity is not listed, the issue of whether
it constitutes engaging in business inthe City shall be determined by considering
all the facts and circumstances aryf applicable law.
3. Without being all inclusive% any one of the following activities conducted
within the City by a persor),/or its employee, agent, representative, independent
contractor, broker or angther acting on its behalf constitutes engaging in business
and requires a persof/ to register and obtain a business license:

a. Owning, renting, leasing, maintaining, or having the right to use, or

using, tdngible personal property, intangible personal property, or real

prop¢rty permanently or temporarily located in the City;

b. /é)wning, renting, leasing, using, or maintaining, an office, place of
usiness, or other establishment in the City;

/ c. Soliciting sales;

d. Making repairs or providing‘maintenance or service to real or tangible

personal property, including warranty work and property maintenance;
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y
z'//

Y.
e. Providing technical assistance or service, incl c{ing quality control,
product inspections, warranty work, or simil 4‘rvices on or in connection|
with tangible personal property sold by the person or on its behalf;
f. Installing, constructing, or superv}gmg installation or construction of,

/
real or tangible personal property;
g. Soliciting, negotiating, or/?pproving franchise, license, or other similar
agreements;
h. Collecting current or Ainquent accounts;
1. Picking up and tra 4orting tangible personal property, solid waste
construction debris/or excavated materials;
j. Providing disi%flecting and pest control services, employment and labor
pool services, I}éme nursing care, janitorial services, appraising, landscape
architectural services, security system services, surveying, and real estate
services including thé listing of homes and managing real property;
k. 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, psychologists, court reporters, dentists, doctors, detectives,
laboratory operators, teachers, veterinarians; ((ex))

1. Megting with customers or potential customers, even when no sales or

orders are solicited at the meetings((=)):
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m. Training or recruiting ((empleyees;)) agents, representatives,.
independent contractors, brokers or others domiciled or operating on a job
in the City, acting on its behalf, or for customers/ef potential customers;

n. Investigating, resolving, or otherwise assjsting in resolving customer

complaints;

o. In-store stockiﬁg or manipulating products or goods, sold to and owned

by a customer, regardless of where sale and delivery of the goods took

7
rd

place; /

p. Delivering goods intehicles owned, rented, leased, used, or maintained

by the person who $61d the goods or another acting on its behalf((s)); or

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.
4. If a person/or its employee, agent, representative, independent contractor,
broker or arfother acting on the person's behalf, engages in no other activities in or
with the City but the following, it need not register and obtain a business license
and pay tax.

a. Meeting with suppliers of goods and services as a customer;

b. Meeting with government representatives in their official capacity,

other than those performing contracting or purchasing functions;

c. Attending meetings, such as board meetings, retreats, seminars, and
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conferences, or other meetings wherein the person does not provide

//

training in connection with tangible personal propert){,sﬁ/ld by the person
or on its behalf;

d. Renting tangible or intangible property ag’a customer when the property
is not used in the City;

e. Attending, but not participating /x{, a "trade show". Persons
participating at a trade show spé{ review the City's trade show ordinance,
SMC Chapter 6.20;

f. Conducting advertisig through the mail; or

g. Soliciting sales by phone from a location outside the City;

5. A seller located outside the City merely delivering goods into the City by

ier is not required to register and obtain a business license
provided that it engages in no other business activities in the City.

The City expressly interids that engaging in business include any activity sufficient to
establish nexus for purposes/of applying the tax under the law and the constitutions of the United
States and the State of Washington.

Nexus is presul\%d ;co continue as long as the taxpayer benefits from the activity that
constituted the original nexus generating contact or subsequent contacts. ‘

C. "Extracting" means the activity en oaged in by an extractor and is reportable under the

((€))D. ™Extractor" means every person who from the person's own land or from the land
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of another under a right or license granted by lease or contract, either directly o/r/b/y contracting
with others for the necessary labor or mechanical services, for sale or for commercial or

s, ore, stone, sand, gravel,

industrial use, mines, quarries, takes or produces coal, oil, natural
clay, mineral or other natural resource product; or fells, cuts ortakes timber, Christmas trees,
other than plantation Christmas trees, or other natural products; or takes fish, or takes, cultivates,
or raises shellfish, or other sea or inland water foods gt products. "Extractor" does not include
persons performing under contract the necessary Jabor or mechanical services for others; persons
cultivating or raising fish entirely within con}'lﬁed rearing areas on the person'é own land or on
land in which the person has a present right of possession; or persons who fell, cut, or take
plantation Christmas trees from the person's own land or from land in which the person has a

present right of possession, or persghs meeting the definition of farmer.

E. "Extractor for Hire" m/é/ans a person who performs under contract necessary labor or

mechanical services for an exfr/actor.

((P))F. "Freight ]?{)ker" shall mean persons who sell, provide for, or arrange
transportation by a motgr carrier for compensation. Freight brokers do not themselves transport

or contract to transpoft property from origin to destination.

Section 4. Section 5.30.035 of the Seattle Municipal Code is hereby amended as follows:

5.30.035/ Definitions, G--M.

koK

ross income of the business" means the value proceeding or accruing by reason of

of the business activity engaged in and includes gross proceeds of sales,

the transaction
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compensation for the rendition of services, gains realized from trading in stocks, bonds or other
evidences of indebtedness, interest, discount, rents, royalties, fees, commissions, dividends and
other emoluments however designated, all without any deduction on account of the cost of
tangible property sold, the cost of materials used, labor costs, interest, discount, delivery costs,

taxes or any other expense whatsoever paid or accrued and without any deduction on account of

losses.
| /

r

/
ok %

H. "Manufacturer," "to manufacture.”
1. "Manufacturer" mean/s/évery person who, either directly or by contracting with
others for the necessapy labor or mechanical services, manufactures for sale or for
commercial or inddstrial use from the person's own materials or ingredients any
products. Wheh the owner of equipment or facilities furnishes, or sells to the
customer pyior to manufacture, materials or ingredients equal to less than twenty -
percent 1/4)%) of the total value of all materials or ingredients that become a part
of the/finished product, the owner of the equipment or facilities will be deemed to

beé processor for hire and not a manufacturer. A business not located in this City

/

/imat is the owner of materials or ingredients processed for it in this City by a
/ processor for hire shall be deemed to be engaged in business as a manufacturer in
/ this City.
/
/ 2. "To manufacture" means all activities of a commercial or industrial nature

wherein labor or skill is applied, by hand or machinery, to materials or ingredients
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e

so that as a result thereof a new, different or useful product of/égible personal
property is produced for sale or commercial or industria}/ﬁse, and shall include:
a. The production of special-made articles or’ custom-made articles;

b. The production of dental appliances, evices, restorations, substitutes,

or other dental laboratory products} a dental laboratory or dental

technician;

3. "To manufacture" shall not include the production of computer software if the

computer séﬂware is delivered from the seller to the purchaser by means other

than tan!ible storage media, including the delivery by use of a tangible storage

media ;&Jhere the tangible storage media is not physically transferred to the

I "Motor Carrier" shall mean the carrier providing transportation for hire described in the

definitions of "cominon carrier" and "contract carrier" as defined in RCW 81.80.010.

10
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Section 5. Section 5.30.040 of the Seattle Municipal Code i/s/ﬁereby amended as follows:

5.30.040 Definitions, N--R. //
7

‘ kkk

D. "Office," "place of business." "Office" or "place of business" means a fixed location
or permanent facility where the regular business of th¢person is conducted and which is either
owned by the person or over which the person exc)éises legal dominion and control. The regular

/

business of the person is presumed conducted 7{ a location:

1. Whose address the person/ﬁses as its business mailing address;

2. Where the place of primary use is shown on a telephone billing or a location

((€))containing a teleph /r[le line listed in a public telephone directory or other
similar publication under the business name;

3. Where tﬁe persor holds itself out to the general public as conducting its regular
business through signage or other means; and

4. Where the person is required to obtain any appropriate state and local business
license or registration unless exempted by law from such requirement,

A vehifle such as a pick-up, van, truck, boat or other motor vehicle is not
an office or place of business. A post office box is not an office or place of
business.

If a person has an office or place of business, the person's home is not an
office or placs of business unless it meets the criteria for office or place of
business above((;)). If a person has no office or place of business, the person's

home or apartment within the City will be deemed the place of business.

11
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under the retailing classification.

((Q)R. "Return" means any document a person is required by the City to file to satisfy or
establish a tax or fee obligation that is administered or collected By the City and that has a
statutorily defined due date.

(R))S. "Royalties" mean((s)) compensation for/the use of intangible property, such as

copyrights, patents, licenses, franchises, trademarks, tradenames and similar items.
(($))T. "Rubbish" has the meaning given in SMC Section 21.36.016.
Section 6. Section 5.30.050 of the S? ttle Municipal Code is hereby amended as follows:
5.30.050 Definitions, S. /

A. "Sale," "casual or isolated s?é."

1. "Sale" means any tfansfer of the ownership of, title to, or possession of,

property for a valuaple consideration and includes any activity classified as a "sale

at retail," ((e)) "rétail sale,((-))" or "retail service." It includes renting or leasing,

conditional sale tontracts, leases with option to purchase, and any contract under
which possessign of the property is given to the purchaser but title is retained by
the vendor as security for the payment of the purchase price. It also includes the
furnishing of food, drink, or meals for compensation whether consumed upon the
premises or not.

2. "Casual or isolated sale" means a sale made by a person who is not engaged in

12
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the business of selling the type of property involved on a routine or continuous

e /
. s
basis. S
B. "Sale at retail," "retail sale."” /
1. "Sale at retail" or "retail sale" means every sale of tangible érsonal property

(including articles produced, fabricated, or imprinted) to all persons irrespective

of the nature of their business and including, among others, without limiting the

scope hereof, persons who install, repair, clean, alter, improve, construct, or
decorate real or personal property of or for copSumers, other than a sale to a
person who presents a resale certificate under RCW 82.04.470 and who:
a. Purchases for the purpose of fesale as tangible personal property in the
regular course of business without intervening use by such person; or
b. Installs, repairs, cleans,/alters, imprints, improves, constructs, or
decorates real or personal property of or for consumers, if such tangible

personal property becomes an ingredient or component of such real or

personal property without intervening use by such person; or

c. Purchases for the purpose of consuming the property purchased in

producing for sale a new article of tangible personal property or substance,
of which such operty becomes an ingredient or component or is a
chemical used fin processing, when the primary purpose of such chemical
isto create a c ical reaction directly through contact with an ingredient

of a new article being produced for sale; or

13
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d. Purchases for the purpose of consuming the property purchased in
producing ferrosilicon which is subsequently used in producing / g

magnesium for sale, if the primary purpose of such property is to create a

chemical reaction directly through contact with an ingredient of

ferrosilicon; or )
e. Purchases for the purpose of providing the propféy to consumers as
part of competitive telephone service, as deﬁlyé in RCW 82.04.065.
The term shall include every sale of tangible pérsyél property which is used or
consumed or to be used or consumed in the p;ff{ormance of any activity classified
as a "sale at retail" or "retail sale" even th g/h such property is resold or utilized
as provided in (a), (b), (c), (d), or (e) 0 this subsection following such use.
2. "Sale at retail" or "retail sale" al;é means every sale of tangible personal

property to persons engaged in %y business activity which is taxable under

.050(1)(h) SMC 5.45.050 G. /

3. "Sale at retail" or "retail sale" shall include the sale of or charge made for
tangible persoﬁal property consumed and/or for labor and services rendered in
respect to the following:
a. The installing, repairing, cleaning, altering, imprinting, or improving of
tangible p rsonal property of or for consumers, including charges made for|
the mere fuse of facilities in respect thereto, but excluding charges made for

the use &f coin-operated laundry facilities when such facilities are situated

14
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in an apartment house, rooming house, or mobile home park for the

exclusive use of the tenants thereof, and also excluding sales of laundry
service to nonprofit health care facilities, ancy*,kcluding services rendered
in respect to live animals, birds and insects;’

b. The constructing, repairing, decorating, or improving of new or existing
buildings or other structures under/hpon, or above real property of or for
consumers, including the instal}{ng or attaching of any article of tangible
personal property therein or thereto, whether or not such personal property
becomes a part of the realty by virtue of installation, and shall also include
the sale of services or Charges made for the clearing of land and the
moving of earth exéepting the mere leveling of land used in commercial
farming or agricplture;

c. The charge/for labor and services rendered in respect to constructing,
repairing, oy improving any structure upon, above, or under any real
property gwned by an owner who conveys the property by title, possession,
‘or any other means to the person performing such construction, repair, or
improyement for the purpose of performing such construction, repair, or
improvement and the property is then reconveyed by title, possession, or
any dther means to the original owner;

d. Theasale of or charge made for labor and services rendered in respect to

the cleaning, fumigating, razing or moving of existing buildings or

15
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. and charge made for the furnishing of lodging for a continuous period of

structures, but shall not include the charge made for janitorial services; and

for purposes of this section the term "janitorial seryices" shall mean those
cleaning and caretaking services ordinarily performed by commercial
janitor service businesses including, but{p(’)/t limited to, wall and window
washing, floor cleaning and waxing, //ﬁ/d the cleaning in place of rugs,

drapes and upholstery. The term/janitorial services" does not include

painting, papering, repairing, urnace or septic tank cleaning, snow
removal or sandblasting; / |
e. The sale of or char : made for labor and services rendered in respect to
automobile towing nd similar automotive transportation services, but not
in respect to thoge required to report and pay taxes under chapter 82.16
RCW;

f. The salg f and charge made for the furnishing of lodging and all other
servicexcept network telephone service and cable service, by a hotel,
roomi " house, tourist court, motel, trailer camp, and the granting of any
sim ar license to use real property, as distinguished from the renting or
les ing of real property, and it shall be presumed that the occupancy of real

p : operty for a continuous period of one month or more constitutes a rental

or lease of real property and not a mere license to use or enjoy the same.

For the purposes of this subsection, it shall be presumed that the sale of

16
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one month or more to a person is a rentdl or lease of real property and not

a mere license to enjoy the same; /

‘g. The sale of or charge made/for tangible personal property, labor and
services to persons taxablg/under (a), (b), (c), (d), (¢), and (f) of this
subsection when suclyéles or c;harges are for property, labor and services
which are used or cénsumed in whole or in part by such persons in the
performance of gny activity defined as a "sale at retail" or "retail sale" even|
though such pfoperty, labor and services may be resold after such use or

consumpti

Nothing ¢ontained in this subsection B 3 shall be construed to modify
subsection 1 of this subsection B, and nothing contained in subsection B 1 shall be
construed to modify this subsection B 3.

4. "Sale at/retail" or "retail sale" shall also include the providing of competitive
telephone service to consumers.

5. "Sale ét retail" or "retail sale" shall also include the sale of canned software
other than a sale to a person who presents a resale certificate under RCW
82.04.470, regardless of the method of delivery to the end user, but shall not
include custom software or the customization of canned software.

6. "Sale at retail" or "retail sale" shall also include the sale of or charge made for
labor and services rendered in respect to the building, repairing, or improving of

any street, place, road, highway, easement, right of way, mass public

17
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transportation terminal or parking facility, bridge, tunnel, or tfestle which is
owned by a municipal corporation or political subdivisioh of the state, the State of]
Washington, or by the United States and which is )/1,8/6(1 or to be used primarily for
foot or vehicular traffic including mass transpo/rétion vehicles of any kind.
(Public road construction). ;‘/
7. "Sale at retail" or "retail sale" shall aléo include the sale of or charge made for
labor and services rendered in respect to the constructing, repairing, decorating, or
improving of new or existing bui égs or other structures under, upon, or above
real property of or for the Uni}Z States, any instrumentality thereof, or a county
or city housing authority crf/ated pursuant to chapter 35.82 RCW, including the

installing, or attaching of/any article of tangible personal property therein or

thereto, whether or no¥/such personal property becomes a part of the realty by

virtue of installation/(government contracting).

8. "Sale at retail" br "retail sale" shall not include the sale of services or charges
made for the clearing of land and the moving of earth of or for the United States,
any instrumen} lity thereof, or a county or city housing authority. Nor shall the
term include fhe sale of services or charges made for cleaning up for the United
States, or it% instrumentalities, radioactive waste and other byproducts of weapons
production/and nuclear research and dévelopment. (This is reported under the

service or pther classification).

9, "Sale at retail" or "retail sale" shall not include the sale of or charge made for

18
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/

labor and services rendered for environmental reme/d/ai action as defined in RCW
82.04.2635(2) (This is reported under the servicg or other classification).
C. "Sale at wholesale," "wholesale sale." "Sale at wholesale" or "wholesale sale" means
any sale of tangible personal property which is not a refail sale, and any charge made for labor

and services rendered for persons who are not consyiners, in respect to real or personal property

and retail services, if such charge is expressly defined as a retail sale or retail service when

&

rendered to or for consumers. Sale at wholesale also includes the sale of network telephone
service to a telecommunications company/as defined in RCW 80.04.010 for the purpose of

resale, as contemplated by RCW 35.21/715.

Notwithstanding the above, "sale at wholesale" or "wholesale sale" shall specifically not
include a distribution cooperatives or its distribution affiliate's sales of merchandise to a
customer-owner of the distribution cooperative for the customer-owner's resale at retail. A
distribution cooperative or a ’ istribution affiliate is taxed on such sales pursuant to Section

5.45.050 G of the Seattle Mimicipal Code.

D. "Services." A definition of “services” will be adopted when the term is defined in

RCW 82.04.

((P))E. "Software," "prewritten software," (('eanned-seftware;")) "custom software,"

“customization of cannedsoftware," "master copies," "retained rights."
i

1. "Prewritten software." or "((€))canned software" means computer software,

including prewritten upgrades, that is not designed and developed by the author or
other creator to the specifications of a specific purchaser. The combining of two

19
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A
A

e

or more prewritten computer sofiware programs or prewritten Do@m thereof

does not cause the combination to be other than prewritten omputer software,

Prewritten computer software includes software designed and developed by the

author or other creator to the specifications of a spe/ciﬁc purchaser when it is sold

to a person other than such purchaser. Where 4 person modifies or enhances

computer software of which such nersonsAot the author or creator, the person

shall be deemed to be the author or cr%r only of the person’s modifications or

enhancements. Prewritten comnu,eé software or a prewritten portion thereof that

is modified or enhanced to any degree, where such modification or enhancement

is designed and developed/t/o the specifications of a specific purchaser, remains

prewritten computer soﬁ{vare; however, where there is a reasonable, separately

stated charge or an i,r{voice or other statement of the price given to the purchaser

for the modiﬁcatiéx or enhancement, the modification or enhancement shall not

constitute prewritten computer sofiware. ((software-thatis-ereated-forsale-to

)

D
()
$
D
(
d
P

2. "Custom software" means software created for a single person.
3. ['Customization of canned software" means any alteration, modification, or

de opment of applidations using or incorporating canned software to specific

20
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~

individualized requirements of a single person. Customization of canned software,

/

includes individualized configuration of software to work with other software and

computer hardware but does not include routine installatiop. Customization of
canned software does not changé the underlying charagfer or takability of the
original canned software.
4. "Master copies" of software means copies of software from which a software
developer, author, inventor, publisher, licenéor, sublicensor, or distributor makes
copies for sale or license. The soﬁware/éncoded on a master copy and the media
upon which the software resides ar?béth ingredients of the master copy.

5. "Retained rights" means any;(l/g all rights, including intellectual property

rights such as those rights arising from copyrights, patents, and trade secret laws,

that are owned or are held ynder contract or license by a software developer,
author, inventor, publishér, licensor, sublicensor, or distributor.

6. "Software" means gny information, program, or routine, or any set of one (1) oy
more programs, roufines, or collections of information used, or intended for use,
to convey information that causes one (1) or more computers or pieces of
computer-related peripheral equipment, or any combination thereof, to perform a
task or set of tasks. "Software" includes the associated documentation, materials,
or ingredients regardless of the media upon which that documentation is provided,
that describes the code and its use, dperation, and maintenance and that typically

is delivered with the code to the consumer. All software is classified as either

21
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canned or custom.
((B))F. "Solid waste" has the meaning given in SMC Section 21.36.016.
(~(F))§. "Successor" means any person to whom a taxpdyer quitting, selling out,
exchanging or disposing of a business sells or otherwise conveys, directly or indirectly, in bulk

and not in the ordinary course of the taxpayer's business, any part of the materials, supplies,

merchandise, inventory, fixtures or equipment of thé taxpayer. Any person obligated to fulfill the

terms of a contract shall be deemed a successor {0 any contractor defaulting in the performance
of any contract as to which such person is a surety or guarantor.
Section 7. Section 5.30.060 of the’Seattle Municipal Code is hereby amended as follows:

5.30.060 Definitions, T--Z. /

/

F. "Value proceeding or gccruing" means the consideration, whether money, credits,

koK

rights, or other property expreséed in terms of money, a person is entitled to receive or accrue or

which is actually received or/accrued. The term shall be applied, in each case, on a cash receipts
or accrual basis according to which method of accounting is regularly employed in keeping the
books of the taxpayer. The value proceeding or accruing from sales on the installment plan
under conditional contracts of sale shall be reported as of the dates when the payments become
due.
G. "Value of (iroducts, how determined."
\

1. The value of products, including by-products, extracted or manufactured, shall

be determined by the gross proceeds derived from the sale thereof, whether such

22
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sale is at wholeéale or at retail, to which shall be added all subsidies and bonuses
received from the purchaser or from any other person with resyect to the
extraction, manufacture or sale of such products or by—pr9/d‘u/<:ts by the seller.

2. Where such products, including by-products, are ?/fracted or manufactured for

commercial or industrial use, and where such pro/;\dcts, including by-products, are

shipped, transported or transferred out of the City, or to another person, without

prior sale or are sold under circumstances slich that the gross proceeds from the
sale are not indicative of the true value dr the subject matter of the sale, the value
shall correspond as neatly as possiblé to the gross proceeds from sales in this state
of similar products of like quality/and character, and in similar quantities by other
taxpayers, plus the amount of gubsidies or bonuses ordinarily payable by the
purchaser or by any third person with respect to the extraction, manufacture or
sale of such products. In the absence of sales of similar products as a guide to
value, such value may e determined upon a cost basis. In such cases, there shall

be included every iterh of cost attributable to the particular article or article

extracted or manufactured, including direct and indirect overhead costs. The

Director of Finanée may prescribe uniform and equitable rules for the purpose of

ascertaining such values.

3. Notwithstanding subsection 2 above, the value of a product manufactured or

produced for purposes of serving as a prototype for the development of a new or

improved product shall correspond to:

23
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a. the retail selling price of such new or improved product when first

/

7

offered for sale; or /

y

b. the value of materials incorporated into the DI‘B/{OtVDC in cases in which

the new or improved product is not offered for sale.

/

H. "Wholesaling" means engaging in the activity of mgﬁing sales at wholesale, and is

reported under the wholesaling classification. /

(@)L "Yardwaste" has the meaning given in }JC Section 21.36.016.

Section 8. Section 5.45.050 of the Seattle yunicipal Code is hereby amended as follows:

5.45.050 Imposition of the tax--Tax or /lée levied.

Except as provided in SMC 5.55.040(D)(1), there is hereby levied upon and shall be
collected from every person a tax for the agt or privilege of engaging in business activities within
the City, whether the person's office or place of business be within or without the City. The tax

shall be in amounts to be determined y{r application of rates against gross proceeds of sale, gross

income of business, or value of products, including by-products, as the case may be, as follows:
A. Upon every person engaging within the City in business as an extractor; as to such
persons the amount of the tax with respect to such business shall be equal to the value of the
products, including by-products, extracted within the City for sale or for commercial or industrial
use, multiplied by the rate of two hundred fifteen one-thousandths of one percent (.00215). The
measure of the tax is the valug of the products, including by-products, so extracted, regardless of

the place of sale or the fact that deliveries may be made to points outside the City.

B. Upon every person'engaging within the City in business as a manufacturer, except

24
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persons taxable under subsection D of this Section; as to such persons the amount of the tax with

respect to such business shall be equal to the value of the products, ir}cluding by-products,
/

manufactured or processed within the City, multiplied by the ra}e/ E;f two hundred fifteen one-

thousandths of one percent (.00215). The measure of the t/a,xé the value of the products,

including by-products, so manufactured or processed, geéardless of the place of sale or the fact
/!

that deliveries may be made to points outside the C"{y.

C. Upon every person engaging within the City in the business of making sales of retail

services, or making sales at wholesale or retdil, except persons taxable under subsection D of this
section; as to such persons, the amount ?f/tax with respect to such business shall be equal to the
gross proceeds of such sales of the buginess without regard to the place of delivery of articles,

commodities or merchandise sold, multiplied by the rate of two hundred fifteen one-thousandths

of one percent (.00215).

D. Upon every person/engaging within the City in the business of:
1. Buying wheat, oats, corn, barley and rye, but not including any manufactured
or processgd products thereof, and selling the same at wholesale, the tax imposed
shall be gqual to the gross proceeds of such sales of the business without regard to
the place of delivery of articles, commodities or merchandise sold, multiplied by
the rat¢ of two hundred fifteen ten-thousandths of one percent (.000215); or
2. Manufacturing wheat into flour; the tax imposed shall be equal to the value of
the flour manufactured, multiplied by the rate of two hundred fifteen ten-

thousandths of one percent (.000215).
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E. Upon every person engaging within the City in the business of:

1. printing;

/
2. both printing and publishing newspapers, magazin;s/, periodicals, books,
music, and other printed items; //’/

3. publishing newspapers, magazines and p9x‘iodica1s;

/

4. extracting for hire; /

((4))5. processing for hire; or /

((5))6. conducting a tour operatoy'business; as to such persons, the amount of tax

- on such business shall be equal to the gross income of the business multiplied by
the rate of two hundred fifiéen one-thousandths of one percent (.00215).

F. Upon every motor carrier engaging within the City in the business of transporting
freight for hire, as to such persons, t é amount of the tax with respect to such business shall be
equal to the gross income from th¢ transport of freight picked up in the City multiplied by the
rate of four hundred fifteen one/v{housandths of one percent (.00415). The business of
transporting freight for hire i /éludes the business of leasing or renting motor vehicles operated by
the lessor, or by a person under the control of the lessor, to transport freight for hire.

G. Upon every otler person engaging within the City in any business activity other than
or in addition to those edumerated in the above subsections; as to such persons, the amount of tax
on account of such activities shall be equal to the gross income of the business multiplied by the
rate of four hundl;ed fifteen one-thousandths of one percent (.00415). This subsection includes,

among others, and without limiting the scope hereof (whether or not title to material used in the
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-

performance of such business passes to another by accession, merger or other thqp/ﬁy outright

sale), persons engaged in the business of developing, or producing custom §dﬁware or of

customizing canned software, producing royalties or commissions %s engaged in the
business of freight brokering, and persons engaged in the business of rendering any type of

service which does not constitute a sale at retail, ((ex)) a sal ‘at wholesale, or a retail service.

Section 9. Section 5.45.070 of the Seattle Municipal Code is hereby amended as follows:

5.45.070 Multiple activities credit when aeftivities take place in one or more cities

with eligible gross receipt taxes.
A. Persons who engage in business attivities that are within the purview of two (2) or
more subsections of SMC Section 5.45.050 shall be taxable under each applicable subsection.

B. Notwithstanding anythin herein, (())if imposition of the City's tax

would place an undue burden upon/interstate commerce or violate constitutional requirements, a
taxpayer shall be allowed a credjf to the ef(tent necessary to preserve the validity of the City's tax,
and still apply the City tax to gs much of the taxpayer's activities as may be subject to the City's
taxing authority.
Hkok

Section 10. S/eétion 5.45.075 of the Seattle Municipal Code is hereby amended as
follows:

5.45.075 Deductions to prevent multiple taxation of transactions involving more

than one city with an eligible gross receipts tax.

A. Amounts subject to an eligible gross receipts tax in another city that also maintains

27
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nexus over the same activity. A taxpayer that is subject to an eligible/:/ gross receipts tax on the
same activity in more than one jurisdiction may be entitled to a dﬁction as follows:
1. A taxpayer that has paid an eligible grossreceipts tax with respect toa sale of
goods or services, to a jurisdiction in which the goods are delivered or the services
are provided, may deduct an amougt equal to the gross receipts used to measure
that tax from the measure of thg’tax owed to the City.
2. Notwithstanding the aboye, a person who is subject to an eligible gross receipts
tax in more than one jurigdiction on the gross income derived from intangibles

such as royalties, tradgmarks, patents, or goodwill shall assign those gross receipts

jurisdiction wHere the person is domiciled (its headquarters is located).

3. A taxpaygr that has paid an eligible gross receipts tax on the privilege of
accepting br executing a contract with another city may deduct an amount equal to
the contfact price used to measure the tax due to the other city from the measure
of the tax owed to the City.

B. Person ufacturing products within and without the City. A person manufacturing
products within the City using products manufactured by the same person outside the City may
deduct from the mjeasure of the manufacturing tax the value of products manufactured outside the
City and included in the measure of an eligible gross reéeipts tax paid to the other jurisdiction

with respect to manufacturing such products.
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Section 11. A new section is added to the Seattle Municipal Code, as follows:
/

Gross income derived from the sale of intangibles such as royalties, trademarks, patents,

or goodwill shall be assigned to the jurisdiction where tbéerson is domiciled (its headquarters igl

located).

Section 12. Section 5.45.090 of the Seattle Municipal Code is hereby amended as

follows:

5.45.090 Exemptions.

k%

/

T. Amounts derived from salg of real estate. This chapter shall not apply to gross
proceeds derived from the sale of real estate. This, however, shall not be construed to allow an
exemption of amounts received as commissions from the sale of real estate, nor as fees, handling

charges, discounts, interest or/similar financial charges resulting from, or relating to, real estate

transactions. This chapter ghall also not apply to amounts received for the rental of real estate if

the rental income is deriv!d from a contract to rent for a continuous period of thirty (30) days or

/

longer. /
/

U. Mortgage Brokers' Third-Party Provider Services Trust Accounts. This chapter shall
not apply to amounts received from trust accounts to mortgage brokers for the payment of third-
party costs if the ezl:counts are operated in a manner consistent with RCW 19.146.050 and any
rules adopted by the director of financial institutions.

. V. Amounts Derived From Manufacturing, Selling or Distributing Motor Vehicle Fuel.
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This chapter shall not apply to the manufacturing, selling or distributing motor vehicle fuel, as
the term "motor vehicle fuel" is defined in RCW 82.36.010 and exc;n(pted under RCW
82.36.440, provided that any fuel not subjected to the state fug excise tax, or any other
applicable deduction or exemption, will be taxable under this chapter.

W. Amounts Derived From Liquor, and the Sal¢ or Distribution of Liquor. This chapter

shall hot apply to liquor as defined in RCW 66.04.0 /0 and exempted in RCW 66.08.120.

X. Casual and Isolated Sales. This chaptér shall not apply to the gross proceeds derived
from casual or isolated sales. /

Y. Health Maintenance Organization, Health Care Service Contractor, Certified Health
Plan. Beginning on January 1, 2000, ty’s chapter does not apply to any health maintenance

organization, health care service conftactor, or certified health plan in respect to premiums or

prepayments that are taxable undef RCW 48.14.0201. This exemption is limited to premiums
and payments for health benefitplans offered by health care service contractors under RCW
Chapter 48.44 and health maiftenance organizations under RCW chapter 48.46 and does not
apply to health care serviceg directly delivered by the employees of a health maintenance |
organization under RCW Chapter 48.46.

Z. Accommoda/&[;)n Sales. This chapter shall not apply to sales for resale by persons
regularly engaged in t business of making retail sales of the type of property so sold to other

persons similarly eng ged in the business of selling such property where:
amount paid by the buyer does not exceed the amount paid by the seller to

his ve%dor in the acquisition of the article; and

30 e
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2. The sale is made as an accommodation to the buyer to enable the buyer ((him))
to fill a bona fide existing order of a customer or is ma/cl/vs;ithin fourteen (14)
days to reimburse in kind a previous accommodati n/sale by the bﬁyer to the
seller. /

Provided, that where the seller holds himself or herself out as being regularly
engaged in the business of making sales ét wholesale of such property, such sales
shall be included in his principal business activity, and not exempt from tax.

rokers, Agents, or Salesmen. This chapter

does not apply to that portion of a real estate gommission assigned to another brokerage office
pursuant to the division of revenue between the originating brokerage office and a cooperating
brokerage office on a particular transaf[ on. Each brokerage office shall pay the tax upon its
respéctive revenue sﬁare of the tran&/a/ction. Furthermore, where a brokerage office has paid the
business license tax on the gross commission earned by that brokerage office, associate brokers,
salesmen or agents within the same office shall not be required to pay the tax upon their share of
the commission from the samé/transaction.

BB. Taxes Collectgd as Trust Funds. This chapter shall not apply to amounts collected
by the taxpayer from third parties to satisfy third party obligations to pay taxes such as the retail

sales tax, use tax, and 7mission tax.

CC. Public Utilities. This chapter shall not apply to any person in respect to a

business activity with//fesnect to which a utilities tax liability is specifically imposed pursuant to

SMC Chapter 5.48.
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Section 13. Section 5.55.030 of the Seattle Municipal Code is hereby amended as
follows:

5.55.030 License requirements.

A. No person, unless specifically exempted, shall engage in any business activity,
profession, trade or occupation in the City without having fist obtained and being the holder of a
valid and subsisting license to do so, to be known as a "bésiness license." The fee for the
business license shall be ((Seventy-five)) Ninety Dollars ($((#5))20.00) for persons with

worldwide gross income of the business and value/of products of more than Twenty Thousand

Dollars ($20,000) in the current calendar year that engage ((engaging)) in any business activity,
profess1on trade or occupation in the City p or to July 1st and ((iPh&'ty—seven)) Forty-five

Dollars ((and-Rifty-Cents)) ($((37-59))45.00 ) Q) for persons begmmng their activity on or after July

1st. The business license fee for persm/ with worldwide gross mcome of the business and value

of products of Twenty Thousand Do}iars ($20.000) or less in the current calendar year will be

Forty-five Dollars ($45) if prior to J/ulv 1% and Twenty Two Dollars and Fifty Cents ($22.50) for

persons beginning their activity oé or after July 1%, ((Effective-January1,-2003-a-surcharge-of

o-1) R 0
01 v

aetivity-after June 6%.)) The fee shall accompany the application for the license.

O
¢
g
D
()
QO

The business licen L shall expire at the end of the calendar year for which it is issued.

The business license shal} be personal and nontransferable except as provided in subsection G,
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S
below. Applications for the business license shall be made to the Dirpétor of ((f))Finance on
L
v
forms provided by the Director. Each business license shall be nimbered, shall show the name,
place and character of the business of the licehsee, and sucly' other information as the Director

deems necessary, and shall at all times be conspicuously posted in the place of business for

which it is issued. .

If the licensee changes the place of busingss, the licensee shall return the business license

to the Director and a new license shall be issyed for the new place of business free of charge.

B. When business is transacted a t/wo (2) or more separate places by one (1) taxpayer, a
separate business license for each pla jat which business is transacted with the pu‘t;lic shall be
required. A Ten Dollar ($10.00) license fee shall be imposéd and accompany each application
for the business license required for each additional business location.

C. No person to whyé a business license has been issued pursuant to this chapter shall
suffer or allow any other )érson for whom a separate license is required to operate under or

display his or her licen;zé; nor shall such other person operate under or display such license.

D. As provi?ed in SMC Section 6.20.040, a participant at an event, identified in the list

supplied by the prgmoter or organizer, shall be exempt from the ((minisumm)) business license

fee established by subsection A, above, or the fee for a separate business location established by

subsection B, dbove, on account of business activities at the licensed event for the duration of the

event license; provided however, that such participant is not otherwise engaging in business in

the City as !uch term is defined in SMC Section 5.30.030 B2.

E. Any business license may be renewed by the payment for the ensuing year of the
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license fee herein prescribed on or before the date of the expiration of yﬁ’ license. Any licensee
who fails to make payment on or prior to the expiration date of sai%b{lsiness license shall be

subject to penalties in the following amounts: /

(2))1. Ten Dollars ($10) if not received gnh or before the last day of the month
following the due date. /

/
((3))2. Twenty Dollars ($20) if notfeceived on or before the last day of the

second month following the due%ate.
/

((4))3. All business licenses }ésued subsequent to the initial licenise period shall

/
be deemed renewal licens?é if there has been no discontinuance of the licensee's

operations or activities. f/lf\Ionpayment of business license fees and taxes when due
by the licensee durh}é the term of any license shall constitute grounds for
/
revocation or susp, !nsion of séid license.
F. Licenses for amusentent devices will be in addition to this business license and will be
assessed pursuant to SMC Section 5.32.170. It is unlawful for any person to own any amusement

device, which is available for use by the public, without having first obtained an amusement

device license issued in accordance with the provisions of this chapter and SMC Chapter 5.32.

The license shall be attached to the amusement device at all times when in use or play or
available for use or play so that it is readily visible. The amusement device license will be
prorated semi-annually'in the same manner as the business license; however, the amusement

device license expires annually on November 30th.

34
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G. A business license or amusement device license cannot be assigned or transferred,
/
except that a license may be transferred: / ‘
y

1. To the surviving or new corporation, whenevepthe licensed corporation is

merged or consolidated pursuant to RCW Chapter 23B.11, as now or hereafter

amended;

2. To the surviving partner, or to a new/partnership which consists exclusively of
the surviving partners, whenever on¢/(1) partner of a licensed partnership dies;

3. To the surviving spouse, whe}‘; ver one (1) spouse of a licensed marital
community dies; /

4. To any one (1) or more %mer partners, whenever a licensed partnership is
dissolved and one (1) or }401’6 of the former partners of the licensed partnership
continue the operation/of the business as an individual proprietorship or
partnership without/the addition of any new partner, and all of the other former

partners consent jn writing to the transfer of the license, which written consent

shall be filed with the application for such transfer;

5. To one (1) spouse, whenever a licensed marital community is dissolved and the
other spous¢ consents in writing to the transfer of the license, which written
consent shall be filed with the application for such transfer;

6. In casg of the death of any licensee before the expiration of his or her license,
his or her administrator or executor, duly appointed as such by order of court, may

continue to act under said license for the unexpired term thereof upon filing with
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the City proof of such appointment.
As used in this subsection, SMC 5.55.030 G, the term "partnership" includes joint
venture, and the term "partner" includes a co-venturer. /

Section 14. Section 5.55.040 of the Seattle Municipal Cpﬁe is hereby amended as
/

/

follows: //

5.55.040 When due and payable--Reporting peyfods--Monthly, quarterly, and

annual returns--Thrgshold provisions--Con)lélting time periods--Failure to file

returns. /

A. Other than any annual license fee or régistration fee assessed under this chapter, the
tax imposed by SMC Chapters 5.32 (Amuseryént Devices), 5.40 (Admission Taxes), 5.45
(Business License Tax), 5.48 (Utility Tax),énd 5.52 (Gambling Tax), shall be due and payable in
quarterly installments. At the Director's discretion, businesses may be assigned to a monthly or
annual reporting period depending on the tax amount owing or type of tax. Taxes imposed by
SMC Section 5.52.030(A)(2) and (B)(2) for punchboards and pulltabs shall be due and payable

ents are due on or before the last day of the next month

in monthly installments. Tax pa
following the end of the assigned reporting period covéred by the return.

B. Taxes shall be paid as provided in this chapter and accompanied by a return on forms
as prescribed by the Directgr. The return shall be signed by the taxpayer personally or by a
responsible officer or aggnt of the taxpayer. The individual signing the return shall swear or
affirm that the information in the return is true and complete.

C. Tax returns must be filed and returned by the due date whether or not any tax is owed.
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Returns not received on or before the due date are subject to penalties and interest in accordance

with this chapter. /

D. 1. For purposes of the tax imposed by SMC Chapt/@f 5.45, any person whose

/
((value-of predusts;)) gross proceeds of sales, ((éf)) gross income of the business,
/

and value of products, including bv-products,/ as the case may be, from all

activities conducted within the City subj 9é/t to tax after all allowable deductions, ig

less than Fifty Thousand Dollars ($50,000) in the current calendar year, shall file a)
return, declare no tax due on their return, and submit the return to the Director.

/

The gross receipts and deductiox}/amounts shall be entered on the tax return even

though no tax may be due. /
2. Any person who reasox;fﬁly estimates that the ((valae-ofproduets;)) gross

proceeds of sales, ((ex)) g‘}oss income of the business, and value of products,
/

/
including by-products; as the case may be, from all activities conducted within the

City subject to tax gyéer all allowable deductions, will be less than ‘Fiﬁy Thousand
Dollars ($50,000)/in the current calendar year may file a declaration so stating on
a form suppliec}/éy the Director at the same time he or she files his or her
application fo ’a business license or a renewal. The Director may assign any
person who files such declaration to an annual reporting basis.

E. A taxpayer who commences to engage in business activity shall file a return and pay

the tax or fee for the portion of the reporting period during which he or she is engaged in

business activity subject to the conditions set forth in subsection D, above.
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F. Except as otherwise specifically provided by any other provision of this chapter, in
/
computing any period of days prescribed by this chapter the day of the a? or event from which
the designated period of time runs shall not be included. The last day of the period shall be

included unless it is a Saturday, Sunday, or City or Federal legal holiday, in which case the last

day of such period shall be the next succeeding day which is n¢ither a Saturday, Sunday, or City
or Federal legal holiday.

G. If any taxpayer fails, neglects or refuses to mgke his or her return as and when
required in this chapter, the Director is authorized to determine the amount of the tax or fees
payable by obtaining facts and information upon v/v, ich to base his or her estimate of the tax or
fees due. Such assessment shall be deemed pri/\?fg facie correct and shall be the amount of tax
owed to the City by the taxpayer. The DirecPe{r shall notify the taxpayer by mail of the amount of]
tax so determined, together with any penal}é, interest, and fees due; the total of such amounts
shall thereupon become immediately du/e/ and payable.

/

Section 15. Section 6.20.050 of the Seattle Municipal Code is hereBy amended as
follows:

6.20.050 Relation to a7nual City business license.

)) person whose business location is located outside the

City, and who (a) has been identified in a listing supplied to the City by the trade show's
promoter or organizer undey Section 6.20.030, and (b) limits ((his-er-hex)) their business

activities in Seattle to a trgde show ancillary to a convention, shall be exempt from paying the

38

g

=
S
s

k-

i

SR N
23y

£



O 00 3 O b W N e

NN N NN N NN e e e e e e e el e
0 N N U bh W= O O 0N YN DR W e O

Mel McDonald/GMH

2004 Business Licensing Ordinance
November 4, 2004

version #8

((minimum)) business license fee required by Section 5.55.030 A on account of ((his-er-her))
their business activities at the trade show, or in the event that the péﬁcipant already has a City
/
/

business license, from securing a license for a separate busin?s" location at the trade show under

Section 5.55.030 B, each for the duration of the trade show dicense.

B. Notwithstanding subsection A above, a((A)) participant at a trade show remains
subject to the other provisions of Chapters 5.45 or 5.4 ,' as the case may be. If the gross proceeds
of sales, value of products, or gross income of the gérticipant on account of his or her business
activities at the trade show or elsewhere in Seattlg is equal to or exceeds the taxable threshold
pursuant to SMC Subsection 5.55.040 D in the'tax year, the participant shall ((fle)) obtain a

business license and pay the City's business license tax as contemplated by Chapter 5.45.

C. Registration of a participant eya trade show of collectibles for hobbyists sponsored by
an association of such collectors or an j/ncorporated association of dealers in such collectibles
substitutes for applying for a "used goods dealers" license with respect to transactions at the trade
show in that line of collectibles, bt not of other objects. The trade show license shall be in lieu
of the license and fees required by Sections 6.288.030 and 6.204.080. The participants are o
subject to Section 6.288.050/ nlawful acts) and Sections 6.288.070 through 6.288.110, inclusive

(recordkeeping, reporting t?( police, police holds, and inspection).
/

{

/
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Section 16. This ordinance shall take effect and be in force thirty (30) days from and
after its approval by the Mayor, but if not approved and returned by the Mayor within ten (10)

days after presentation, it shall take effect as provided by Municipal Cod S/ection 1.04.020.

Passed by the City Council the day of , 2004 and signed by me in open
session in authentication of its passage this day of , 2004,
President of the City Council
Approved by me this day of , 2004.

/

Gregory J. Nickels, Mayor

Filed by me this day of , 2004.

(Seal)

/
// City Clerk

40
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Notary public for the State of Washington,
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__City of Seattle

ORDINANCE 121679

AN ORDINANCE relating to business
licensing; adding exemptions for renta
income and utility revenue taxed under SMC
Chapter 5.48; providing for a two-tier busj-
ness licenee fee structure; providing a grace
period before agseasing penalties to licens-
ees that file annual business license renewals
late; increasing the cost of annual and half-

iyear business licenses and abolighing the

i surcharge on those licenses; adding Section

5.45.076; and améending Sections 5.30.20,

-5.30.25, 5.30.030, 5.30.035, 5.30.040,
5.30.050, 5.30.060, 5.45.050, 5.45.070,
5.45.075, 5.45.076, 5.45.090, 5.55.030,

+5.55.040, and 6.20.050, respectively, of the
Seattle Municipal Code. ;

WHEREAS, in 2003, the Washington
State Legislature passed Chapter 79, Seasion
Laws of 2003, which eatablished mandatory

rovisions of the Model Ordinance to be used
y groas receipt business and occupation tax
cities, codified in Chapter 35.102 RCW; and

WHEREAS, under Ch. 356.102 RCW, it is
‘necegeary that the City of Seattle adopt by
“ordinance the mandatory provisions of the

Model Ordinance; and . .

WHEREAS, the City desires to give
small businesses a reduction on their busi-
negs licensing fee; and

WHEREAS, enforcement of the $5 late
penalty on annual business licenses costs
more tﬁan the revenue it generates and the
City desires to give licensees a grace period
of 3ne month before penalties are asaessed;
an

WHEREAS, the Seattle Municipal Code
needs to be clarified for the licensing and

i taxing of trade show participants; NOW,
“THEREFORE,

BE IT ORDAINED BY THE CITY OF
SEATTLE AS FOLLOWS:

Section 1. Section 5.30.020 of the Seattle
%Vlunicipnl Code is hereby amended as fol-
OWE: i

5.30.020 Definitions, A--B.

R A A
1 ihe % . »
“ Teceipts tax” means 2 tax imposed
0; d by the v

he legal Llability of the by
. Section 2. Section 5.30.025 of the
Seattle Municipal Code is hereby amended

ag follows: ’
15.30.025 Definitions, C--D. |

; A. “Cash discount” means a deduction
from the invoiced amount allowed by the sell- i
- er jf the (b)) invojce is paid within a cer- |
tain time period or before a apecified date.

|
B. “Cellular telephone service” is a voice |
or data telephone/telecommunications sys- |
tem based in whole or substantial parton |
wireless radio communications, whether
" or not the communications are subject to i
regulation by the Washington Utilities and
Transportation Commission (WUTC). Thia
includea cellular mobile service. Cellular
mobile service included other wireless radio
communications services such as specialized
mobile radio (SMR), personal communica-
‘tions gervices (PCS), and any other evolving
wireless radio commiinications technology
which accomplishes the same purpose aa cel-
lular mobile service.

C. “City” meana the City of Seattle.
D. “Commercial or industrial use” means
the following uses of products, including by:
: p;odu%ts, by the extractor or maniifacturer
thereof:

commoditiea((;or)).

1| formanceofeontractsr)) ~

Municipal Code is hereby amended ag fol-
lows: .

tax which: : -

engaging in businees activitiea
] Setg:tion 5.45.050;

State of Washington, King County

1 Any taeds o consumer;and

Any-ueert))The manufacturing of
2. ((Any ; ;;%:t‘icles. substances or

c S'olicibin'gwgales;
k. i v iy er te-
_d. Making repairs or providing main| ’
nance or ‘aérvgic‘e to real or tangible personal
. property, including warranty work and prop-
‘erty maintenance; |
. Providing technical assistance or,
aeriice, includiig quality control, | roduct |
inspections, warranty work, or similar aer-‘
= . 'vicea on or in connection with tangible pe_x'-i
. gonal property sold by the person or on itg
behalf; ~ i
£ Inatalling, constructing, or supetvxsmg\‘
ingtallation or ‘conatruction of, real or tan:|
gible peraonal property; \
. Soliciting, negotiating, or approving |
; f" fmgchiae, licen’ee, or other similar agree- |
i : th ivilege of | ta: o
1. Is imposed on the act or privi | ments; '
ylthm M‘ ; h. Collecting current or delinquent
o L
. Is meagure e grogs volume of e . .
buszgnesa in terms ot‘ygross rgcai;tns, and is erlab E;clk;?% :lx.vt ;!;%ﬁaas:gzgtggszggég:
ani ax; , solid waste
O nine s b or e el B 5ebris, or excavated materials;

3. s not, pursuant to law or custom, sepa: ; e : et conteol
: ‘ ice; . Providing disinfecting and pes r
‘ﬂ“ely e f;om feeme aet"'licea, employment and labor pool servic-

4. ls not & sales or use tax, business o5 heome nursing care, janitorial services,
license fee, franchise fee, royalty or sever- ap’praising, landscape architectural sezvmeai
ance tax measured by volume or weight, or gecyrity aystem services, surveying, and rea
concession charge, or payment for the use cqpate gervices including the listing of homes
and enjoyment of property, property nght;or and managing real property;

& privliee; and - k. Rendering professional services such

5. Is a tax imposed by a local jurisdic- 5 ¢hose provided by accountartits, architects,
tion, whether within or without the State of ;¢iopneys, auctioneers, consiltants, engi-l ‘
Washington, and not by a Country, State, ncars professional athletes, barbers, baseball |
Province; or any other non-local jurisdiction olyihs and other aports organizations, chem-
‘above the cotinty level. | ists, consultants; peychologists, court report-
. u L f . ers, dentists, doctors, detectives, laboratory

B. "Engaging in business. operators, teachers, veterinarians; {(or)

1. The term “engaging in business activ-

i i tomera or potential
ity” means ;:’ommencing,c{: ox}duc:li‘ng, orcon cusiﬁ&izt,xgge: tf'll:e;uxsmosales or ol?ders are
tinuing in buginess, and also the exercige |[® oY - o N :
of corp%mte ot franchise powers, as well as “hc“?d; at the meegmgas( ?) ; ‘
liquidating a business when the liquidators m. Training or FECI‘EJUQS«W»

eof hold themaelves out to the public as ta. representatives, independent contrac-
ther 1 agenta, rep! lep e
conducting such businegs. tors, brokers or others domiciled &: h‘ﬁ?ﬁ:‘f’ﬁ
2. This section sets forth examples of 00 ; éﬁ’;;:‘;%%&’;&ﬁ'gg:ﬁg:r; '
activities that constitute engaging in busi- f“ ( sorpoenie - i
_nesa in the City, and establishes safe har- . Investigating, resolving, or ot};e;v\?s_e.
bors for certain of those activities 5o that a |pggisting in resolving customer complaints; |
erson who meets the criteria mayengagein . = s . 3 .
ge minimus business activities in the bety ‘ . to. In-s;:zét: etﬂo:ll'(iueg ‘o;;‘ lalilxgl;gﬂg;ga p:gg.[
i i i i - ucte or : L by a
without having to register and obtaina busi- | dete ! zfggatd,‘l oas of where sale and delivery |

ness A ;
tion{flicenge)) taxes. The activities listed in | of the ‘good’g took pkll'i‘ce,_‘ . i
thig section are illustrative only and are not J . Deliw)erihg«g ooda in vehicles owned,
intended to narrow the definition of ‘engag- | p. 1 1 used or maintained by the |
ing in business” in aubaection (1), above. Ifan ;:rr‘gﬁﬁrw%é:ol'a‘the e
activity is not listed, the issue of whether it o ita,hehﬂf((r));ng' : e ol |

Section 3. Section 5.30.030 of the Seattle

5.30.030 Definitions, E--F.
A. “Eligible gross receipta tax” means

it agihg in business in the City - o i

:gx;ﬁll';‘;t?l::;iﬁgne by conaidering all thz | q Accepting or executing a contract with

facts and circumatances and applicable law. f the%}it.y, irrespective of \ththgr the gom:st g: —
3. Withont being all inclusive, any one of | 50‘5' viced ?;g:i‘:;:ﬁx;@;%gc:g ;ﬁ\ce of

the following activities conducted within th b&?&‘;‘; :is within or without the City. |

City by a peraon, or its employee, agent, rep : . : :

resentative, independent contractor, broker i 4. Ifa person, or its employee, agent, rep-

another acting on its behalf conatitutes  regentative, independent contractor, brokeror |
en n | another acéing on the person’s behalf, engag- |

engaging in buginess and requires a person:; ¢ person 1 2
to %egistir and obtain a business license: s in no other activities in or with the City -
: - | ; tainin but the following, it need not register and .
a. Qwning, renting, leasing, maintaining obtain a business license and pay tax: [
jor having the right to use, or using, tangibl o - _ 3 i
peraonal property, intangible personal prop 4. Meeting with sippliers of goods and |
erty, or real property permanently or tempo. services as a customer; ; ,‘
rarily located in the City; b Meeting with government represen- |
- b. Owning, renting, leasing, using, or § tatives in their official capacity, other than |
maintaining, an office, place of business, or those performing contracting or purchasing |
other establishment in the City; functions; G :

i
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meetings, retreats, _Seminars, and confer:

-enceg, or other meetings wherein the person:

‘éioes };?t provldeltraming in connection with ‘
angible personal property sold by th

oronits gehalf; B Yoo |

[
d. Renting tangible or intangible propert |
: Y

ag a customer when the i
e property 1§ not used [
! |

¢. Attending meetings, such as board |

e. Attending, but not participating in 4 |
“trade show™ Persons partgcipatixlx’g at ,f trade |
show shall review the City's trade show ot di.
nance, SME Chapter 6.20;

£. Conducting ad igi
mail; or € advertising through the{

_ & Soliciting sales by phon, |
tion outaide the City: ? e fum 8 loca !

5. A geller located outside the Cit merely |
delivering goods into the City by xr}x,eans o)t",E
gommon carrier is not required to re ister |
iatp;] obtain a busxaﬁlzes tl:'cense provideg that |

gages in no other hiigj  activities in|
the G2 neds activities in :,

The City ex; ressfy intends that enga; ing |
. The City ends ing
in busgneqs mcfude any activity sufficxegt tg ;
establish nexus for burposes of applying the |

‘tax under the law and the constituti ¢
;’Umted States and the State oﬁ“;:sul)x?:;fotrlf

Nexua is presumed to contifxu
n e aalongas |
the taxpayer benefgts from the dctivity tgha:
conatituted the original nexus generating
contact or aubsequent contacts. L

Ire ; & /

C. ‘Extracting” means the activity
engaged in by an extractor angd; b abls |
‘under the extracting claasificati:nl:e Ortable |
{&)D. “Extractor” means eve /

- 80n who from the person’s own land 3 ff:;: ’
| the land of another under a right or licenge
granted by leage or contract, ejther directly
or by contracting with others for the necea- |
’sal;‘y labor or mechanical services, for sale
OF for commercial or industrial use, mines;
1quarries, takes or produces coal, oil, naty..
ral ga, ore, stone, éand, gravel, clay, mirer.
al or other natural resource product: or fells. |
cuts or takes timber, Christmas trees, other |
than plantation Christmas trees, or other |
natural products; or takes fiah, or takes, cuil: |
tivates, or raises shellfish, or other dea or!
\inland water foads or products. “Extractor” |
/does not include bersons performing under |
‘contract the neceasary labor or mechanical |
aervices for others; persons cultivating or [
raising fish entirely within confined rearing
aread on the pergon’s own land or on land in |
which the person hag a fpresent right of poa. |

((BYE. “Freight Broker” shall meas, .. |

. mean per- |

Sons who gell, provide for, or arrange tr:::- !

- portation by a motor carrier for com penga- |

:;:x,xl.sp}‘;nght b:okers do not themselves )‘
OFt OF contract to tran :

from origin to destination. o Borey |

Section 4. Section 5.30.035 f the S |

; Izixgmpal Code is hereby ameondecei i‘?;‘gf;
: , -
5.30.035 Definitions, G. M. |

L e

D. “Gross income of the buainess” ;
the valie Proceeding ml:: acgruing by ::::g: I
2 the business activity |
engaged in and includes gross ﬁcii?gg"
sales, compensation for the rendition of ger: !
vices, gaind realized from trading in stocks |
bonds or other evidences of indebtedness, |
interest, discount, rents, royalties fecs. |
commissions, dividends and other emoly. |
g:enta however designated, all without any |
eduction on account of the cost of tangible |
Property sold, the coat of materials tised, |
lahor costs, interest, discount, delivery coats;
;x:x:csct;i eaéxy'oté\er _ez!:‘pense whatsoever. pnid’
and w 1cti
Ao ithout any deduction on

ek

. H. “Ma‘nufacturer,” “to manufactire”



1. “Manufacturer” means: évery person
who, either directly or by contracting with
others for the necessary labior or mechanical
services, manufactures for sale or for com-
mercial or industrial use from the person's
own materials or ingredients any products:
When the owner of equipment or facilities
furnishes, or sells to'the customer prior to
manufacture, materials or ingredients equal
to less than twenty percent (20%) of the total
value of all materials or ingredienta’ that
become a part of the finished product, the
owner of the equipment or facilities will be
deemed to be a: processor for hire and not a
manufacturer, A business not located in'this
City that is the owner of materials or ingredi-
ents processed for it i this City by a proces-
sor for hire shall be deemed to be engaged in
business a8 a manufactiirer in'this City.

2. "To manufaeture” means all activities
of & commercial or indiistrial nature wherein
labor or skill is applied, by hand or machin-

-ery, to materials or ingredients so thatasa
result thereof a néw, different or useful prod-
uct of tangible personal property is produced
for sale or commercial or industrial uge, and
shall include:

a. The production of special-made articles
or custom-made articles;

b. The production of derital appliances,
devices, restorations, substitutes; or other
dental laboratory products by a dental labo-
ratory or dental technician;

¢. Crushing and/or blending of rock, sand,
stone, gravel; or ore, and . i

d. The producing of articles for sale; or for
commercial or industrial ise from raw mate-
rials or prepared materials by giving auch
materials, articles; and substances of trade
or commerce hew forms; qualities, properties
or combinations including, but not limited to,
guch activities as making; fabricating, pro-
cessing, refining; mixing, slaughtering, pack-
ing, aging, curing, mild curing, preserving,
canning; and the preparing and freezing of
fresh fruits and vegetables:

3, W

facture” 8] include
oduction of computer software if t B
ter software is delivered from the selier to
the purchaser by means other than tangible
storage media, including the delivery by use
of a _tangible storage media where the tan-
gible storage media is not physically trans-
ferred to the purchaser.

1. “Motor Carrier” shall mean the carrier
providing transportation for hire described in

the definitions of “common carrier” and “eon-
tract carrier” as defined in RCW:81.80.010.

Section b. Section 5.30.040 of the Seattle
Municipal Code is hereby amended as fol-

lows:
5.30.040 Definitions, N--R.

e

D. “Office,” “place of business.” “Office” or
“blace of business” means a fixed location or
permanent: facility where the regular busi- |
ness of the person is conducted and which is |
either owned by the person or over which the

ergon exercises legal dominion and contro
he regular business of the persgon is pre
sumed conducted at a location:

1. Whose address the person uges as. ite
business mailing address;

2. Where the place of primary use is
shown on a_telephone billing or'a location |

((©)containing a telephone line listed in a
public telephone directory or other aimilar |
publication under the business name; H

3. Where the person holds itself out to the |
general public as conducting its regular busi- |
ness through aignage or other means; and

4. Where the person is required to'obtain
any appropriate atate and local business
license or registration unlegs exempted by
law from such requirement.

‘A vehicle such ae a pick-up, van, truck,
boat or other motor vehicle ig'not an office or
place of business, A post office box is not an
office or: place of business. :

If a person hag an office or place of busi-
ness, the person’s home is not an office or
place of business unless it meets the criteria
for office or place of business above((;)).1f a
person has no office or place of business, the
person’s home or apartment within the City
will be deemed the place of business:

W [N :
. “Retailing” the. activi
engaging i i a ail ar
0] er the t

(()R. “Return” means any document a

person is required by the City to file to sat-

- isfy or establish a tax or fee obligation that

is administered or collected by the City and
that has a statutorily defined due date.

((R)S. “Royalties” mean((#)) compensa-
tion for the use of intangible property, such
as copyrights; patents, licenses, franchises,
trademarks; tradenames and similar itema.

((8)T. “Rubbish” has the meaning given
in 8MC Section 21.86.016; ;

Section §, Section 5.30,050 of the Seattle
%\/Iumclp“al Code ig hereby amended us ol
[ e e

5.80.050 Definitions; S.
A “Sale,” “casual or isolated sale”

1. “Sale” means any tranafer of the own-
ership of, title to, or possession of; property
for a valuable consideration and includes any
activity classified as a “sale at retail,” ((or))
“retail sale,(()” or “retail sefvice” It includes
renting or leaaing; conditional sale contracts,
leases with option to purchase, and any con-
tract under which possession of the property
is given to the purchaser but title ig retained
by the vendor as security for the J:ayment of
the purchase price. It also includes the fur-
nishing of food, drink, or meals for compen-
gation whether consiimed:upon the premises
or not. Ces iy

2. “Casual or isolated sale” means a sale
made by a:person who is not engaged in
the busineas of selling the type of property
involved on a routine or:continuous basis.

B. “Sale at retail,” “retail aale.”

1. “Sale at retail”or "rétail sale” medns
every: sale of tangible personal property
(including’ ‘articles produced,  fabricated,

“or'imprinted) to all persons irrespective of

the natire of their business and including,
among: others; without: limiting the scope
hereof, persons who install, repair, clean,
alter; imprave, construct, or decorate real or

personal property of or for consuirers, other -

than a sale to a person who presents a resale
certificate under RCW 82.04.470 and who:

a. Purchases for the purpose of resale as
tangible personal: property.in:the regular
course of business without intervening use
by such person; or

b.  Installs,” repairs;: . cleans, alters,
imprints, improves, constricts; or decorates
real or personal property of or for consumers,
if such tangible personal property becomes
an ingredient or component of sich real or
personal property withouit intervening use by
such person; or :

c. Purchases for the purpose of consiming

the property purchased in prodicing for sale |
a new article of tangible pergonal property or |

substance, of which such property becomes an
ingredient or componeént ot is a chemical used
in processing; when the primary purpose of
such chemical ig to create a chemnical reaction
‘directly throiigh contact with an ingredient
of a new article being prodiced for sale; or

d. Purchases for the purpose of consuming
the property purchased in praducing ferrosil-
icon which is subsequently nsed in producing
magnesium for sale, if the primary purpose
of such property.ie to create a chemical reac-
tion directly through cantaet with'an‘ingredi-
ent of ferroailicon; or

e, Purchases for the purpose of providing
the property to consumers as part of compet:

82.04.065:
The term shall include every sale of tan-

gible personal property which iz used orcon-..
sumed or. to be used or consumed in the per-:

formance of any activity classified as'a "sale

at retail” or“retail sale” even though such
| property is resold.or utilized as provided in:

(), (b), (c), (d), or (&) of this subsection: fol-
lowing auch use. : :

2. “Saleat retail” or “retail sale” also

means every sale of tangible personal proper- |
| ty to persons engaged in'any business activ-

ity which is taxable under
5,45.060 G

3. “Sale at retail” or “retail sale” shall
include the sale of or charge made for tan-
gible personal property conaumed and/or for
Iabor and services rendered in respect to the
following:

a. The installing, repairing, cleaning,
altering, imprinting, o improving of tan-
gible personal property of or for consumers,
including charges made for the mere use of
facilities ‘in respect thereto, but exclitdin
charges' made for- the use:of coin-operate
laundry facilities when stich facilities are sit-
uated in an apartment house; rooming house,
or mobile home park for the exclusive use of
the tenants thereof, and also excluding sales
of laundry service to nonprofit health care
facilities, and excluding services rendered in
regpect to live animals, birds and insects;

b. The constructing, repairing; decorat-
ing, or improving of new: or existing build-
ingg or other structiires under, upon, or above
real property of or for consumers, incliding

the installing or attaching of any article of '

tangible personal property therein or there-
to, whether or not-such personal property

becomes a part of ‘the realty by virtue of-
ingtallation, and shall aleo include the sale

of services or charges made for the clearing
of land-and:the movins of earth excepting
the mere leveling of land tsed in commercial
farming or agriculture;

¢ The charge for labor and services ren-
dex:ed in‘respect to constructing; repairing,
or improving any structure upon; above; or

underany real propérty ownedby an owner
who conveys the property by title, possession,
or any other means to the person performing
such construction, repair, or improvement for
the purpose of performing such construction,
repair; or improvement and the property is
then reconveyed by: title; possession; or any
other means to theoriginal owner; :

the'charge made for janitorial services; and
for purposes of this section the term “janito-
rial services” shall mean those cléaning and
caretaking services ordinarily performed by
commereial janitor service businessés includ:
ing, but not limited to, wall and window
washing, floor cleaning and waxing, and the
cleaning in place of rigs, drapes and uphol-
stery. The term “janitorial services” does not
includé: painting, papering, repairing; fur:
nace or septic tank cleaning, snow removal
or sandblasting;

&..The sale of or charge made for labor
and services rendered in respect to automo:-
bilé towing and similar automotive transpor-
tation services, but not in'respect to those

ter 82.16 RCW;

f. The sale of and: charge made for the
furnishing of lodging and'all other services,
except network telephoné service and cable
servide; by a: hotel, rooming house, tourist
colirt, motel; trailer camp; and the granting
of any similar licénse to use real property, as
distinguiished from the renting ot Xensiniof
real property, and it shall be presumed that
the occupancy of real property for a continu-
ous period of one month or more conatitutes
a‘rental or lease of real property and not a
mere license to use of enjoy the aame. For
the purposes of this subsection, it'shall be
presumed that the sale of and charge made
for.the furnishing of lodging for a continn-
ous period of one:month or more to:a person

ig arentalor lease of real property andnot a
o : : :

g. The sale ‘of or charge made for.tangi-

any activity defined as a “sale at retail’ or

consumption;

4, “Sale at retail” or “retail sale” shall

also include the:providing of competitive tele:
phone gérvice to consumers.

5. “Sale at retail” or “retail sale” shall
also include the sale of canned software other.
than'a'sale to'a peraon who presents a resale

certificate under RCW 82.04.470; regardless .

of the method of delivery to the end user, but
shall niot include custom software or the cus-
tomization of canned software.

6. “Sale at retail” or “retail sale” shall
algo: include the sale of or charge made for
labor-and services rendered in respect to

the building; repairing; or improvingof any
- gtreet, place, road, highway, easement; right
of way, massg public trafisportation terminal

or parking facility, bridge, tunnel, or trestle
which is owned by a municipal corporation
or political subdivision of the state, the State
of Wai or by the United States and
which is'used or to be used primarilyfor foot
or vehicular traffic including masa: trans:
portation vehiclés of any kind. (Publie read
conatruction). : :

7. “Sale at retail” or “retail sale” shall'also

and services rendered in respect to the con-
strueting; repairing, decorating; or improving
of riew or éxisting:buildings:or other struc-
titres under, upon; ot above real property of
or for the United States, any instrumentality
thereof, or:a county or city housing atthor-

erty becomes a part of the realty by virtue of.
installation (government contracting).

. 8; “Bale at retail” or “retail sale” shall not
include the sale of sérvices or charges made
for the clearini of land ‘and the moving of
earth of or for the United States, any instru-
mentality thereof, o & county or ¢ity Housing
authority. Nor shall the term include the gale
of services or charges made for cleaning up
for the United States, or its instrumentali-
ties; radioactive waste and other byproducts
of weapona production and nuclear regsenrch
and development. (This i§ reported under the
service or other ¢classification). :

d. The sale of or charge made for labor |
and services rendered in’respect to the clean- |
ing, fumigating, razing or moving of existing
buildingaor structires, but shall not include- -

required to'report and pay taxes under chap-

ble personal propérty, labor and services to
persons taxable under (a), (b). (e), (), (e);
and (f) of this subsection when such saleg or .
charges are for property, labor and services
which: are used or consumed in whole or'in |
part by such persons in the performance of |

“retail sale” even though such property, labor
and services may be resold after such use or

Nothing contained in this subsection B 3.
shall'be constried to modify siibsection 1 of |
this subsection B, and nothing contained in |
stibsection B 1 shall be conatrued to modify |
| this subsection B 3.
itive telephone service; as defined in. RCW. |

|

include the sale of or charge made for labor. {}

ity ¢reated pursuant to chapter:35.82 RCW,
‘| including the installing, or attaching of any -
article of tangible'personal property therein
. or thereto; whether or not such:personal prop-

ivan in SMC Sestion 21.36.016.

©9. “Sale at retail” or “retail gale” shall |
not: include the sale of or ¢harge made for
labor and services rendered for envirgn.
mental remadial action as defined in RCW
82.04.2635(2) (This s reported under the
service or other clasaification). L

€. “Sale at wholesale,” “wholesale sale.”
“Sale at wholesale” or “wholesale sale” means
any sale of tangible personal property which
is not a retail sale, and any charge made for
labor and services rendered for persons who
areé not conaumers, in réspect to real or per-
sonal property and retail services, if such
charge is expreasly defined ag a retail sale
r i ice when rendered to or for con-
sumers. Sale at wholeaale also includes the
‘sale of network telephone service to a tele-
communications company as defined in RCW
80.04.010 for thewPurpoae of resale, as con-
templatéd by RCW 35.21.715. :

Notwithstanding the above, ‘sale at
wholesale” or “wholesale sale” ahall specifi-: |
cally niot include a distribution cooperative's
or its digtribiition affiliate’s saled of mer-
chandise to a cuistomer-owner of the distri-
bution cooperative for the customer-ownet’s
reqale at retail. A distribution cooperative or
a distribution affiliate is taxed on such sales
ﬂusuant to Section 5.45.050 G of the Seattle

unicipal Code. o £ |

HS H i N iET " “ -

will e adopted when it S detinedi
| RCWE2,04, V !

(B)E. “Software,” ! i ware.”
“eanmed-software:?) “custom doftware,”

| “cuatomization of canned software,” “master

copies,” “retained rights.” ’
1. “Prewritten software. or *((€))canned
iter software. includ:

doftware” means
ing

¥ 9 fed

The combining of two or mdre prewritten
computer software programs or prewritten.
portions thereof does not cause the combi-
nation to be other than prewritten comput:
er goftware. Prewritten computer goftware |
Vi ;

1) ot ifica-"

£ ; i ; hen Geo |
aperson other than such purchaser. Wherea |

ware of which guch pergong isnot the author
or creator; the person shall be deemed to be
the author or creatoronly of the peraon’a mod-
ifications or enhancementd. Prewritten com- -
puter software ora prewritten portion there:

et baod And develoned to ificats {
0] € R W o
is-a reasonable; weparately stated charge |
oraninvoice or other statement of the price :
given to the purchaser for the modification or
enhancement; the modification or enhance-
ment shall not conatitute prewritten comptit:
! (G ¢ t I

pathey) -
2. “Custom software” means software cre-
ated for a single person.

3. “Cuatomization of canned software”
means any  alteration, modification, or
development of applications using or incor:
porating canned software to specific indi-
vidualized requirements of a single person;
Customization of canned software includes
individualized configuration of software to
work with other software and computer hard-
ware but does not incliide routine ingtalla:
tion: Customization of canned software does
not change the underlying character or tax-
ability of the original canned software.

4. “Master copies” of software means cop-
iea of goftware from which a software devel-
oper; author, inventor, publisher, licensor,
sublicensor; or distributor makes copies for
sale or license. The software encoded on &' -
magter copy and the media tupon which the
software resides are both ingredients of the
mastercopy. !

5. “Retained rights” means any and all
rights, including intellectual property rights
such as those rights arising from copyrights,
patents, and trade secret laws, that are owned
or are held under contract or license by a soft-
ware developér, author, inventor, puﬁlisher.
licensor, sublicensor, or diatributor.’ =

'6: “Software” means any information, pro-
gram, or routine, or any get of one (1) or more
programs; routines; or collections of infor:
mation used; or intended for uge; to convey
information that causes one (1) or more com-
puters or pieces of computer-related periph-
eral equipment, ot any combination thereof,
to perform a task or aet of tasks. ‘Software”
incliides the associated documentation, mate-
rials; or ingredients regardleas of the media
upon which that documentation is provided,
that describes the code and ita use, opera- |
tion, ‘and mainténsance and that typically
iz delivered with the code to the consumer.
All software ia classified ns either canned or |
custom, S : . e

“(B)E. “Solid waste” has the mean:

ing




A(E)G. “Successor’ means any person
to whom- &’ taxpayer- quitting, selling out,
exchanging or disposing of a business sells
or 6therwise conveys, directly or indirectly,
in bulk and not in'the ordinary cotirse of the
taxpayet’s buginess, any part of the materi-
als, supplies;. merchandise; inventory, fix:
tures or equipment of the taxpayer. Apy per-
son obligated to fulfill the térms of a contract
shall be deemed- a successor to any contrac-
tor defaulting in the performance of any con-
tract as to which such'person is a surety or
‘guarantor.

: Section 7. Section 5.30.060 of the Seattle
‘Municipal: Code is: hereby amended ag fol-
lows: |

5.30.060 Definitions; T--Z.

e

F. “Value proceeding or accruing” means
the consideration, whether money; credits,
rights, or other property expressed in:térms
of money, a person is entitled to receive !
or accrue or which is actually received or |
accrued. The term shall be applied, in each |
case, on- a cash receipts or'accrual basis
according to which method of accounting is
regularly employed in keeping the books of |
the taxpayer. The value proceeding or aceru:
ing from sales on the installment plan under |
conditional contracts of sale shall be reported
as of the dates when the payments become.!
due. .

G. “Value of products, how determined.”

1. The value of products, including by- |
products; extracted or manufactured,; ahall |
i be determined by the gross proceeds derived |
from the sale: thereof, whether:such sale is. |
at-wholeszale or at retail, to which shall be
ddded all subsidies and bonugses: received
from’the purchaser or from any other per-!
son with respect to the extraction, manufae- |
ture or sale of such products or by-products!
by the seller.

2. Where ‘such products; including’ by*-
products; are extracted or manufactured for
commercial or industrial use; and where such:
products, including by-products, are shipped, |
transported or transferred out of the City, or|
to another person, without prior sale or are |
sold under circumstances such that the gross
proceeds from the sale are not indicative of
the true value or the subject matterof the
sale, the value shall correspond as nearly as |
possible to the gross proceeds from salesin ‘
this state of similar products of like gquality

‘and character; and in‘similar quantities by

' other taxpayers, plus:the amount of subsi-

. dies or bonuses ordinarily payable by the piir- |
chaser or by any third person with respect:to:
the extraction; manufacture or sale of such
products: In the absence of sales of similar:
products as a guide to value; such value may !
be determined:iipor a:cost basis: In such |
cases, there shall be included every item of
cost attributable tothe particulararticle or
article extracted: or manufactired;: inelud- |
ing direet and indirect overhead costs: The [
Director of Finance may prescribe uniform
and equitable rules for the purpose of ascer-
taining such values.

~-3: Notwithstanding subsection 2 abave,
the value of a product manufactured or pro-
duced for purposes of serving as a prototype
for_the development of a: new:or. improved
product shall correspond:to; ;

4. the retail selling price of such new or
improved product: when firat offered for sale;
v OF, -

... b.thevalue of materials incorporated into .
the prototype in'cases in which the new/or:
improved product i not offered for sale: :

H. “Wholesaling” means engaging in the
activity of making saleg at'wholesale; and
reported under the wholesaling clagsifica- -
tion. |

((H)NIL. “Yardwaste” has the meaning’r
given in' SMC Section:21.36.016: i

|

‘Section 8. Section 5.45.050 of the Seatile |

%\’Iunicipal Code: is héreby amended as fol-|
ows:, . :

5.45.050 Imiposition of the tax--Tax or
fee levied. :

|
Exceit as provided in SMC 5.55.040(D)(1), r
there is hereby levied upon and shall be col-
lected from every person a tax for‘the act or’
. privilege of engaging in business activities
within the City, whether the person’s office
or place of business be within or withouit the |
City. The tax shall be in amounts to be deter-
mined by application of ratés against gross
" proceeds of sale, gross income of business, or
value of products, including, by-pmducts,‘as[
- the cage may be, as follows: : v

- A. Upon every person engaging within the|
+City in business as an extractor; as to siuch
persons the amount of the tax with respect to’
such business shall be equal to the value of
the produets, including by-products, extract-
ed within the City for'sale or for commercial
or industrial uge, multiplied by: the rate of
» two hundred fifteen one-thousandths of one
‘percent (.00215). The measure of the tax is
. 'the value of the products, including by prod:
‘uctsy g0 ‘extracted, regardlesy of the'plate of
“enleoF the fact'that deliverics niay be made
to points outside the City. "' :

_"B. Upon every person engaging within the
City in business ag'a manufactirer, except
persons taxable under subsection D of this
Section; ag to such persons the amount of
the tax with respect to such business shall
be equal to the value of the products, includ:
ing by-products; manufactured or processed
within'the City; multiplied by the rateof two |
hundred fifteen one-thousandtha of one per: |
cent (:00215): The measiure of the tax 1athe
value of the products, including by-products,
o manufactured or processed; regardless of
the place of sale or the fact that deliveries
may be made to points outside the City:

. C.iUpon  every person engaging: within
the: City in the business of making sales of
retail services, or making sales at wholesale
orretail; except perdons taxable under sub-
section D of this gection; as to sich persons,;
the amount of tax with réspect to such busi- i
ness shall be ‘equal toithe gross'proceeds of |
such sales of the business without regard to |
the place of delivery of articles, commodities
or merchandise sold; multiplied by the rate of
two hundred fifteen one-thousandtha of one
percent (:00215).

D. Upon every person engaging within the
City in the business of:

“1.' Buying wheat; oats; corn, barley and
rye; but not including -any manufactured or:’
processed products thereof, and selling the!
sameat wholesale, the tax imposed shall be !
equal to the gross proceeds of such sales of
the business without regard to the'place of
delivery of articles; commodities or merchan-
dige sold; multiplied by the rate of two hun-
dred fifteen ten-thousandths of one percent
(.000215); or

‘2: Manufacturing wheat into flour; the
tax‘imposed shall be equal to the value of the |
flour' manofactured, multiplied by the rateof
two hundred fifteen ten-thousandths of one
percent (.000215): :

;i E. Upon every person engaging within the

City in the business of:

1. printing;

2: both printing and publishing newapa:
pers, magazines, periodicals; books, music,
and other printed items;

E 3 publishing newspapers, magazinés and
periodicals;
', 4. extracting for hire;
((4))5. processing for hire; or

!

({6))8: conducting a:tour operator busi: ‘
ness; as to. such persons; the:amount of tax f
on such business shall be equal to the gross |
inicome of the business multiplied by the rate. |
of two hundred fifteen: one-thousandths of |
one percent (:00215): i

F.. Upon:every motor: carrier engaging
within the City in the busiriess of tranaport:
ing freight for hire; as to such persons; the
amount-of the tax with respect to'such busi-
nesg shall be'equal to the grogs income from
the transport of freight picked up'in'the City
multiplied by the ‘rate of four hundred fif-
teen one-thousandths of one percent (.00415).
The business'of transporting fréight for hire!
inclides the business of leasing or renting
motor vehicles operated by the lessor; or by!
a’'person under the control of the lessor, to
transport freight for hire: ‘

G. Upon ‘every other person engaging |
within the City in any business activity other
than of in addition to those énimerated in
the above subsections; as to such persons;
the amount of tax oni dccount of siich’activi-'|
ties shall be equal to the gross income of the: |
business multiplied by the rate of four hun- |
dred fiftéen one-thousandths of one percent. |
(.00415): This stibsection: includes; among’ |
others; and without limiting the scope here-
of (whether or not:title: to material used:in
the performance of such buginess passes to: |
another by accession, merger or other than
by oltright sale); persons engaged: in-the
business of developing, or producing cistom:|
software or of cugtomizing canned software,
prodiicing rovalties or commisgsions; persons. |
engaged in the business of freight brokering, |
and persong engaged in the business of ren-
dering any type of service which does not con:
stitiite a:sale at retail; ((er)) a gale at whole:
sale; ora retail service:

. Section 9. Section 5.45.070 of the Seattle
%V[unicipal Code is héreby amended as:fol-
lows:

5.45.070 - Multiple ~activities cred:
it when activities take place in one or
more ¢ities with eligible gross'receipt
taxes:

A. Persons who engage in businessactivi-
ties that are within: the purview of two'(2)
or more subsections of SMC Section 5:45.050
shall be taxable under each applicable’aub-
section.

B. Notwithstanding anything to the con-
trary herein. ((1)if imposition of the City’s
tax would place an undue burden upon isiter-
gtate commerce: or:violate constitutional
requirements; a taxpayer shall be allowed a
credit to the extent necessary to preserve the

to manufacturing such products.

" uous period of thirty (30) days or longer.

¢ Provider Services Trust Accounts. This chap-

‘Selling or Distributing Motor Vehicle Fuel

validity of the City’s' tax, and atill apply the
City tax to as much of the taxpayer’s activi-
ties as may be subject to the City's'taxing
authority:

Ve

Section 10, Section: 5:45.075 of "the
.Seattle Municipal Code is hiereby amended
as follows:

5.45.075 Dediictions to prevent mul:
tiple taxation: of transactions involv-

ing more than one city with'an eligible r
gross receipts tax. i

A. Amounts subject to an: eligible gross ;
receipts tax in another city that also main-
tains nexus over the same activity. A taxpay-
er that is subject toan eligible gross receipta
tax on the same activity in more than one |
jurisdiction may be entitled to. a deduction
as follows: :

1."A taxpayer that has paid an eligible i
gross receipts tax with respect; to a sale of
goods or services; to a jurisdiction in which'|
the goods are delivered or the services are
provided, may deduct an amoiint equal to the
gross receipts used to measure that tax from
the measure of the tax owed to the City.

2. Notwithstanding the above; a person
who is subject to. an eligible gross: receipts
tax in’ more than one: juriediction on'the
gross income derived from intangibles duch
as royalties; trademarks, patents, or goodwill
shall assign those gross receipts to the ((may
deduet-from-the-measure-of the-tax-omrthose

2 ‘
. ’t’]fhe‘g. e e eé*ﬂ’mq .

other)) jurisdiction where the person'is domi-
ciled (its headquartersia located):

« 3. A taxpayer that has paid: an eligible
gross receipts tax on'the privilege of accept-
ing or executing a contract with another'city
may deduiict an amount equal to the contract
price’ used to measure: the tax due to the
other city from the measure of the tax owed
to the City. i

B. Person manufacturing products within
and without'the City.’A' person manufactur:
ing products within the City using products
manufactured by the same: person outside
the City may deduct from the measure of
the manufdcturing tax the value of prodiicts
manufactured outside the City and included
in the measure of an eligible gross receipts
tax paid to the otherjurisdiction with respect

Section 11. A new section is added to the
Seattle Municipal Code, as follows:

5:46.076 Assignment of gross’income
derived.from intangibles.

Grogs income derived: from: the sale of
intangibles such:as:royalties; trademarks;
patents, or goodwill: shall be assighed to the
iurisdiction where the person is domiciled (its
headquarters iglocated).

Section: 12. Section 5:45.090  of ' the
Seattle Municipal Code is hereby amended
as follows: ‘

5.45.090 Exemptions;

W

T. ‘Amounts- derived from: sale of real
estate. This chapter shall not apply to grods
proceeds derived from the sale of real estate.
This, however; shall not be construed to allow
an exemption of amotints received as commis-
sions from the sale of real estate, nor ag fees,
handling charges, discounts; ititerest or simi-
lar fihancial charges resulting from, or relat-
ing to, real estate transactions. This:chapter
shall.alsonot apply to-amounts received for
the rental of real estate if the rental income
ig derived from a ¢contract to rent for a contin-

U, . Mortgage : Brokers” :Third-Party

ter shall niot apply to‘amounts received from
trust accounts to mortgage brokers for the
payient of third-party costs'if the accounts |
are. operated. in: a manner consistent with
RCW 19.146.050 and any rules'adopted by |
the director of financial institutions: i

V. Amountg Dérived From Manufacturing, |

This chapter shall not apply to the. manufac-
turing, selling or’distributing motor vehi-
cle fuel, ag the term “motor vehicle fuel” ig
defined: in. RCW:82.36.010. and 'exempted: |
under RCW 82.36:440, provided that any fuel
not subjected to the state fuel excise tax; or
any other applicable deduction or'exemption,

. will be taxable under this chapter. ]

‘W. Amounts Derived From Liquor, and |
the Sale ‘or Distribution of. Liquor. This
chapterishall not apply to:liquor as defined
in RCW 66.04.010 and exempted in RCW
66.08.120. -

X. Ciasual and Teolated Sales. This chap-
ter:shall not-apply: to: the gross proceeds
derived from casual orisdlated sales. .

¥ ‘Mealth. Maintenance: Organization,
‘Health Care: Service. Contractor, Certified
Health Plan: Beginning on January 1, 2000, -
this chapter does not apply to any health
maintenance organization; health care ser-
‘vice eontractor; or certified health plan in
“respect to premitms or prepayments that are
taxable under RCW 48.14.0201. This exemp-
tion is limited to premiume and payments for
health benefit plans offered by health care
service contractors under RCW Chapter
48.44 and health mainteriance organizations
urider RCW. chapter 48.46 and does not apply
to health care services directly delivered by
the employees of 8 health maintenance orga-
fiization under RCW Chapter 48.46. :

7. Accommodation Sales. This chapter |
shall not apply to sales for resale by persons
regularly engaged in the husiness of making
retail sales of the type of property so sold to.
other pergons similarly engagedin the busi: i
ness'of selling such property where: i

1. The amount paid by the buyer does not. |
exceed: the amount paid by the seller to his !
vendor¥ in the acqiiisition of the article; and |

/9 The'saleis made asan accoui_modatiqn
to the buyer to enable the buyer ((rimm)) to fill
a bona fide existing order of a customer or 18
made within fourteen (14) days to reimburse
in kind a previous accommodation sale by the
buyer to the geller. . |

Provided, that where the seller holds him- -
selfor herself out as being regularly engaged
ity the business of making sales at wholesale
of suich property, such sales shall be includ:
ed in his principal business activity, apd not |
exempt from tax: i

AA: Real Estate Brokers and Associated |
Brokers; Agenta, or Salesmen: This chapter .
does not apply to that portion of a real estate
commission assigned to another brokerage |
office pursuant to the division of revenue i
between the originating brokerage office and.
& cooperating brokerage officeona particular |
transaction, Each brokerage office shall pay |
the tax upon its respective revenue ghare of .|
the transaction. Furthermore, yvhere a bro: |
kerage office has paid the business license |
tax on the gross commission earned by that |
brokerage office, associate brokers, salesmen |
or agents within the same office shall not be
required to pay the tax upon their share of |
the commission from the same transaction.

BB. Tuxes Collected as Trust Funds. This \

chapter shall not'apply to amounts collected

by the taxpayer from third parties to sat-
isfy third party obligations to pay taxes such
ag the retail sales tax, use tax, and admis-
aion tax;

27 CC. Public Utilities. This chapter shal,
not'apply to any personin réspect to a busj-
ness activity with reapect to which a utilities
tax liability is specifically imposed pursuant
to SMC Chapter 5.48.

Section 13. Effective for licenses to
éngage in business in 2005 and in subse-
quent years, Section 5.55.080 of the Seattle
Miinicipal Code’ is héreby amended as fol-
Tows: :

5.556.030 License requirements.

‘A No person, unless specifically exempt-

ed; shall erigage In any business activity, pro- |

i

[

fesgion; trade or occupation in'the City with-: |

out having first obtained and being the hold-
-er'of a valid and subsisting license todo so, to
be known ds a “business license.” The fee for
the business licenge shall be ((Seventy-five))
Ninety Dollars: (3((#5))80.00) for persons
with worldwide gross income of the business
and value of products of more than Twent:
Thousand Dollars ($20.000) in the current
calendar year that engage ((engaging)) in any
business activity, profession, trade or occupa-
tion in the City prior toJuly 1st and (Fhirty-
seven)) Forty:five Dollars (( ifty )
(3((3%-68))45.00) for persons beginning their
activity on or after July lst. siness
license fee for persona:with worldwid 8
income of the business and value of products
of Twenty THousand Dollars ($20,000) or less
in'the current calendar year will be Forty-five
Dollars ($45) if prior to July 1st and Twenty
Two Dollarg'and Fifty Cents :50) fo s
sons beginningtheir dctivity onor after Julv
Lat, (Bffects =

=)): The feé shall accompany
the application for the license.

The business license shall expire at the
end of the calendar year for which it is issued.
The business license shall be personal and

(

nontransferable except ag provided in sub-
section: G, below. Applications for the biisi-
niesy licenige shall be made to the Director
of ((H)Finance on forms provided by the
Director. Each business license shall be
numbered, shall show the name, place and
character of the business of the licenisee, and
siich other information as the Director deems
necessary, and shall at all times be conapicu-
ously posted in the place of business for which
it ig 1gsued.

1f the licensee changes the place of busi- |
ness; the licensee shall return:the business |
license to- the: Direetor and 'a: new license




shallbe issued for the new place of business
free of charge.

B When business is transacted:at two
(2) or'more separate places by one (1) tax-
payer, a separate business license for each
place at which business ig transacted with -
the: public: shall be required. A Ten Dollar |
($10.00): license: fee shall be imposed and |
accompany each application for the business
license required for each additional biisiness
location:

€. No person to whom a businesa license
hag been igsued pursuant to this chapter
shall auffer or allow any other person for
whom a separate license 16 required to oper-
ate under or digplay his or her license; nor

Section 14, Section’ 5.55.040 of the
Seattle Municipal Code is hereby amended

‘ag follows:

5.56.040 When due and payable--
Reporting periods—Monthly, quarterly,
and annual returns--Threshold provi-
sions--Computing time periods—-Failure
to file returns;

A, Other than any annual licenge fee or |
registration fee assessed under this chap-
ter, the tax imposed by SMC Chapters 5.32
(Amusement . Devices),” 5.40 (Admission
Taxes), 5:45 (Business License Tax), 548

“(Utility Tax), and 5.52 (Gambling Tax), shall

be dueand payable in'quarterly installments.

Atithe Director’s diseretion, businesses may |
play such license. be assigned to'a monthly or annual reporting |
8 X i period depending on the tax amount owingor: |
D. As provided in SMC Section 6.20.040, : type of tax. Taxes impoaed by SMC Section |
a'participant at an event, identified in the 5.52.030(A)(2) and (B)(@) for punchboards |
list supplied by the promoter or organizer, and pulltabs shall be due and ‘payable in
shall be exempt; from the ((minimum)) busi- monthly ingtallments: Tax payments are diie | 8
ness licerise fee established by subsection A, ofi o before the last day of the next month B. Notwithstandi . =
above, or the fee for a separate bitsiness loca- following the end of the assigned reporting Al A—)} artie atn ing subsection A ahove, |
tion established by subsection B, above, on. period covered by the retiirn: subjec tpto i pa:‘h at a trade show remains |
account of business activities at the licensed : i . 545 or 548 € other provisions of Chapters |
event for the duration of the event license; B. Taxes shall be paid as provided in| s bl it as the case may be. If the grogg |
provided however; that such participant is thig chapter and q]t;cr:in{)patmhed]l) by at ret'i‘x;n . ipnc;f:e z i?{ ::l;i,r ‘t,iﬂ'ue of prodicts, or gross |
i ing:i i in: on forms as prescribe e Director. The gLl icipant 'on account i
O e G g y I'or her buasiness activities at the tradeoefhlézsf

shall such other person operate under or dis- |

5.55.080 B, each for the
show licenage:;

{
i

ity.a cht ig defined ih SMC Sectjon ‘ return shall be signed by the taxpayer per- | 2 i
(5}.[:;0.0%(5)%32 e sonally or by a responsible officer or agent. 2’}‘; elsteyhere in Seattle is equal to or exceeds |
| of the taxpayer. The individual'signing the i the taxable threshold purduant to SMC|

“E. Any busineds license may be renewed
by the payment for the enauing year of the |
license fee Herein prescribed on or before the
date of the expiration of such license. Any
licéngee  who fails fo make payment on or|
prior to the expiration date of said business|
licenge shall be subject to penaltiesin the fol-
lowing amounts:

B i -eeived—ﬁn-eri D. 1. For purposea of the tax imposed by
befég&ﬁhe-é&e—é&te?)) \ SMC Chapter 5.45; any. pgrion v;‘rho?e ((w(-?i-u)e)r :
. ; 2)) gross: proceeds of sales, ((ex)):. ; ¢
(21 Ten Dollars ($10) if not received on; grogs incom)e) gf the ;{)usineas, and value of lectibles, but not of other objects. The trade
o}x; !;-ﬁfnrfi ttxe, last day of the month following. products, inclm%ing bx-groduct&d, agthecasge! i Sh';wihcense shall be in lieu of the licenge
the due date. i may be, from all activities conducted with- -anc. fees required by Sectiona 6
; | L L : } 2 8 6.288.030
: i in:the City subject:to tax after all allow: :and 6.204.080. The partici :
((8)2. Twenty Dollars (820) if mot able dedtictions, is less than Fifty Thousand -Ject to Section G.ZSBP.OSO (ﬁ‘;’l‘ts ? rle aub
received on or before the: 1ast day of the sec: Pty and Sect; awful acts)
ond motith following the due date Dolhm;1 (fISEOiOOO) xtn\thedculrrent ca:lengarr : :c lus?Ctl(Dns 6;12188.070 through 6.288.110;
: ! year; shall file a return; declare no tax due lusive (recordkeeping, reporti oli
3,.All biisiness licenses igsued sub: on their return; and submit the return to the police holds, and insp ec%'i"'np_c'r ing to police,
«*))t.f the initiallicen iod ghall be | P )
dequent to:theinitial 1l S€ per.
deemed renewal licenges if there hag been no

Director. The gross receipts and deduction | s
amounts shall be entered on the tax return Exeis.g\;rl: r:qtlf Any act by the Director of |
discontinuance of the licens(le)e’s operationa or even though no tax may be due. agent. or emplg;::és:;:;?gz :5 t;';ny tOfﬁ(éit' i

ivities: t: of iness license . i Tre At AW, ! act.on the |
?ﬁ:évégsstaiznﬁﬂiﬁﬁe by tl;l:ll‘i)censlee Aur | ) 2. Any person who reasonably estimates gigec;?; s :Jeltlﬁlf, DUrsuant to the authority |
ing the term of any license shall constitute that the (( ; 7)) gross proceeds nam‘; pol l?h e effective date of this ordi. |
grounds for revocation or suspension of said | of sales, ((or)) grose income of the business, licenses r I e purpose of issuing business |
Ticenge ) | and value of products, including by-products, L poonsen, including but not limited to issuing !
k ! ag the case may be; from all:activities con- usiness licenses for 2005 at the new rates |
ducted within the City subject to tax after, established in this ordinance. is hereby rati- |
all allowable:deductions, will be less than! fied and confirmed: i : !

+ : ' Bubsection 5.55.0. in i
return shail swear or affirm that the infor- : Jection 5.565.040 D in the tax year |
mation in the return is true and complete. i l’i” ticipant shall ((file)) ina b theg
| -license and pay the City's business licenge
C. Tax returns must be filed and returned -tax as contemplated by Chapter 5.45 .
by the due date whether or not any tax is S
owed; Returns not received on or before the:
: due date are subject to penalties:and interest
; in‘accordance with this chapter. :

i C.Registration of a participan:
~ showof collectibles for hgbbyistg sp';:;grg?g;
. An assaciation of such colléctors or an incop-
porated association of dealers in sich col-
lectiblés substitites for applying for a ‘used
goods dealers” license with respect to trans-
actions at the trade show in that line of col-

F. Licenses for amusement devices will }
be in addition: to this businesa license and |

will:be ‘assessed pursuant to: SMC Section
5.82:170. It is unlawful for any person to
own any amusement device; which is avail-
able for iise by the public; without having |
first obtained an amusement device license
issued in accordance with the provisions of
this chapter and SMC: Chapter 5.32. The
license shall be attachied to the amusement
device at all times when in use or play or
available for use or play o that it is read-
ily vigible. The amusement device license
will be prorated semi-annuially in the same
manner as the businéss license; however, the
ainusement device license expirés annually
on:November 30th. : :

G:'A business ‘license ‘or: amusement
device license cannot be assigned or trans-
ferred; except that a license may be trans-
ferred:

1. To the surviving:or new corporation,
whenever the licensed corporation is merged
or-consolidated pursiant to RCW Chapter
28B:11, as now or hereafter amended;

2.To the surviving partner, or to a new
partnership which consists excluaively of the |
surviving partiers, whenever one (1) partner
of a licensed partnership dies;

3. To the surviving spouse, whenever one
(1) gpoiise of a licensed marital community
dies; . .

‘4, To'any one (1) or more former partners,
whenéver a licensed partnership is dissolved
andone (1) or more of the former partners of
the licensed partnership continue the oper-
ation of the businésa as an individual pro-
prietorship or partnership without the addi-
tion of any new partner, and all of the other
former partners consent in writing to the
tranafer of the license, which written con-
gent shall be filed with the application for
guch transfer; -

"5/ To one (1) spouse, whenever a licensed |
marital community is dissolved and the other
gpouge condents in writingto the transfer of
the license, which written conseént shall be
filed with the-application for such transfer; |

"6, In case of the death of any licendgee
before the expiration of his or her license,
hia or her administrator or executor, duly
appointed as auch by order of court, may con-
tinue'to act under said licenae for the unex-
pired term thereof upon filing with the City
proof of guch’appointment. = =
. .iAd uped in this subsection, SMC 5.65.030
G, the term “partnership” includes joint ven-
ture; and:the term “partner” includes a co-
venturer: S : :

Fifty Thoiigand Dollars (350,000) in the
current calendar year may file a declaration |
go stating on a form supplied by the Director
at'the same time he or she: files his or her
application for a business license or'a renew-:|
al:The Director may dassign any person who .
fileg such declaration to'an annual report-
ing basia:

E: A taxpayer who commences to engage
in business activity shall file a return’and
pay the tax or fee for the portion of the report-
ing périod diiring which he or she is engaged
in business activity subject to the conditions
set forth'in subsection D, above:

F. Except as otherwise specifically provid-
ed by any other provision of this chapter, in
computing any period of days prescribed by
this chapter the day of the'act or event from
which: the designated period of ‘time runa
shallnot be included. The last day of the peri-

_od shall be included uinless'it is a Saturday;
Sunday, or City or Federal legal holiday, in
which cage the last day of such period shall
be the next succeeding day which ig neither
a-Satiurday; Sunday, or City or Federal legal
holiday. ; ;

G If any: taxpayer fails; neglects’ or
refuses to make hig or her return as and
when required in thig chapter, the Director
igauthorized to determine the amount of the
tax or fees payable by obtaining facts and
information upon which to:base his or her
estimate of the'tax or fees due. Such assess-
ment shall be deemed primé facie correct and
shall be'the amount of tax owed tothe City
by the taxpayer. The Director shall notify
the taxpayer by mail of the amount of tax so |
determined; together with any penalty, inter-
est, and fees due; the total of such amounts
shall thereupon become immediately die and
payable:

Section’ 15. Section 6.20.050. of the |
Seattle Municipal Code is hereby amended |
ag follows: :

6.20.050 Relation to annual City busi-
ness license.

A. A ((participant-at-a-trade-show)) per-
son whoge business location ig located out-
side the City, and who (a) has been identified
in a listing supplied to the City by the trade
show’s promoter or organizer under Section
6.20.080, and (b) limits ((his-orher)) their
business activities in Seattle to a trade show
ancillary to a convention, shall be exempt
from paying the ((minitritm)) business license
fee required by Section 5.55.030 A on account
of ((his-or-her)) their business activities at

“City Clerk

Section 17. Sectiong ‘1 th
Sections 14 and 15 sh rotigh 12 and
in farce on January -i ;(l)lotsa.ke effect and be

.. Section 18. This ordinane
effect and be in force thirty (éﬁ) %};‘;E ft:olx‘:

and after its approval by the Mayor, but if not -

-approved and returned by the Ma: ithi;
ten (10) days after presentation, it):;favﬁl::fel

effect ici
1.0? 0;% .prowded by Municipal Code Section

Passed by the City Cbuncil the 22nd of
me in open |

November, 2004, and sig

ember, 5 ned b
session in authenticatiog of ite);a
22nd day of Novémber, 2004

JAN DRAGO, ,
President of the City Council.
Approved by ‘me this 30th ‘day of ‘

assage thig

November, 2004 :
GREGORY J. NIOKELS, oy

Mayor. i -
200?1&1 by me this 30th day of November, ‘

(Seal) JUDITH PIPPIN,
City Clerk.
Publica

¥ e ‘
ion ‘ordered by dJudith Pippin, |

Date of publication in th i
Journal of Commierce, Deéemﬁesrefgf ]2‘.!1.11())1?1y
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