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ORDINANCE |25 006>

AN ORDINANCE relating to taxation; adding two minor exemptions from the parking tax;
adding a new section 5.45.085 relating to the taxation of business transactions between
related parties; deleting section 5.45.060 relating to the taxation of business conducted
with the City when there is no physical nexus; amending the definition of casual sale;
expanding the adult family homes business license tax exemption to include for-profit
adult family homes; deleting the boarding homes deduction under the business license
tax; amending certain exemption, credit and deduction provisions of the square footage
business tax; changing the gambling tax rate from 10% to 5% for bingo and raffles;
making technical corrections to reference the proper Utility Tax section and amending
sections 5.30.010, 5.30.020, 5.30.030, 5.30.050, 5.30.060, 5.35.050, 5.37.020, 5.45.090,
5.45.100, 5.46.030, 5.46.040, 5.46.050, 5.46.060, 5.52.030, 5.55.010, 5.55.040,
5.55.080, 5.68.020 and 3.02.125, respectively, of the Seattle Municipal Code.

WHEREAS, recently the City imposed the commercial parking tax, the employee hours tax,
and the square footage business tax and the City would now like to amend certain
language as well as make technical corrections to these tax chapters; and

WHEREAS, some businesses are creating related business entities and conducting business
activities through the related entities to avoid tax obligations and the City needs clear
authority to'tax such related business transactions as if those trangactions were
conducted in an arms-length manner; and :

WHEREAS, the City desires to add two minor exemptions dealing with go/\"/ermnent
transactions to the parking tax, expand the adult family home exemption under the
business license tax to include for-profit adult family homes, and delete the boarding
home deduction because of changes to the State’s definition of a boarding home; and

WHEREAS, the City would like to repeal Seattle Municipal Code (SMC) Section 5.45.060
relating to the taxation of business conducted with the City when there is no physical
nexus; and ‘

WHEREAS, the City Would like to amend SMC 5.68 to make technical corrections to (SMC)
Section 5.68.020 to reference the proper Utility Tax code section. NOW,
THEREFORE,

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:
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Section 1. Section 5.30.010 of the Seattle Municipal Code is hereby amended as
follows:

5.30.010 Definition provisions.

The definitions contained in this chapter shall apply to the following chapters of the
Seattle Municipal Code: Chapters 5.32 (Amusement Devices), 5.35 (Commercial Parking
Taxes), 5.37 (Employee Hours Taxes), 5.40 (Admission Taxes), 5.45 (Business License Taxes),
5.46 (Square Footage Business Tax), 5.48 (Utility Taxes), 5.52 (Gambling Taxes), and 5.55
(Administrative Provisions) unless expressly provided for otherwise therein, and shall also
apply to other chapters and sections of the Seattle Municipal Code in the manner and to the
extent ((as)) expressly indicated in each chapter or section. Words in the singular number shall
include the plural and the plural shall include the singular. Words in one gender shall include

both genders.
Section 2. Subsection D of section 5.30.020 of the Seattle Municipal Code is hereby

amended as follows:

5.30.020 Definitions, A - B.

L]

D. "Artistic or cultural organization." The term "artistic or cultural organization" means
an organization which is organized and operated exclusively for the pilrpoée of providing
"artistic or cultural exhibitions, presentations, or perforrnénces or cultural or art’ education
programs," as defined in subsection (((3))) (2), below, of this subsection, for viewing or
attendance by the general public. The organization must be:

1. A not-for-profit corporation under RCW Chapter 24.03 that meets all of the

following criteria:

Form Last Revised on December 31, 2007 2
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a. The organization must be hlanaged by a governing board of not less
than eight (8) individuals none of whom is a paid employee of the
organization or by a corporation sole under RCW Chapter 24.12.

b. No part of the organization's income may be paid directly or
indirectly to its members, stockholders, officers, directors, or trustees
except in the form of services rendered by the organization in accordance
with its purposes and bylaws.

c. Salary or compensation paid to its officers and executives must be
only for actual services rendered, and at levels comparable to the salary
or compensation of like positions within the state.

d. Assets of the organization must be irrevocably dedicated to the
activities for which the exemption is granted and, on the liquidation,
dissolution, or abandonment by the organization, may not inure directly
or indirectly to the benefit of any member or individual except a non-
profit organization, association, or corporation which also would be
entitled to the exemption.

e. The organization must be duly licensed or certified when vlicensing or
certification is required by law or regulation.

f. The amounts received that Qualify for exemption must be used for the
activities for which the exemption is granted.

g. Services must be available regardless of race, color, national origin,

or ancestry.

Form Last Revised on December 31, 2007 3
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2. The term "artistic or cultural exhibitions, presentations, or performances oi
cultural or art education programs" is limited to:
a. An exhibition or presentation of works of art or objects of cultural or
historical significance, such as those commonly displayed in art or
history museums;
b. A musical or dramatic performance or series of performances; or
c. An educational seminar or program, or series of such programs,
foered by the organization to the general public on an artistic, cultural,

or historical subject((;-6%)).

koK

Section 3. Subsection B of séction 5.30.030 of the Seattle Municipal Code is hereby
amended as follows:
5.30.030 Definitions, E - F.
-

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.
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)) minimis

Form Last Revised on December 31, 2007 4
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business activities in the City without having to register and obtain a business
license or pay City business and occupation 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. Withoﬁt 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 anofher 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, fangible personal property, intangible personal property, or real

property permanently or temporarily located in the City, in connection

with a business activity;

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

business, or other establishment in the City in which business activities
are conducted;

c. Soliciting sales;

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

e. Providing technical assistance or service, including quality control,

product inspections, warranty work, or similar services on or in

Form Last Revised on December 31, 2007 5
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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 spotts
organizations, chemists, consultants, psychologists, court reporters,
dentists, doctors, detectives, laboratory operators, teachers, veterinarians;
1. Meeting with customers or potential customers, even when no sales or

orders are solicited at the meetings;

Form Last Revised on December 31, 2007 6




—

N [\ [\ [\ [\ [\®) [\® [3®] . — — — — —_ —_ — —_ —_ —
o] | (@) (9] EEN W [\ — < \O o0 ~J [@) W BN w2 N — O -

O 0 N N i B W N

Denise Movius

DEA 2008 Title 5 Amendments

June 22, 2009

1 Version #15

m. Training or recruiting agents, representatives, independent
contractors, brokers or others domiciled or operating on a job in the City,
acting on its behalf, or for customers or potential customers;
n. Investigating, resolving, or otherwise assisting in resolving customer
complaints;
o. In-store stocking or manipulating products or goods, sold to and
owned b}; 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
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, indepéndent 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;

Form Last Revised on December 31, 2007 7




—

NN NNN N NN m R e e e e e e
0 2 N W A LN =IO VNN N DW= o

O 0 N1 O i R W N

Denise Movius

DEA 2008 Title 5 Amendments
June 22, 2009 )

Version #15

c. Attending meetings, such as board meetings, retreats, seminars, and
conferences, 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."((s)) Persons
participating at a trade show shall review the City's trade show
ordinance, SMC Chapter 6.20;

f. Conducting advertising through the mail; ((e%))

g. Soliciting sales by phone from a location outside the City((3)) or

h. Accepting or executing a contract with the City when:

1. The ageregate value of all City contracts with the person during

the calendar vyear is Five Thousand Dollars ($5.000) or less and the

person is engaged in no other business within the City; or

2. The person’s only source of revenue consists of contracts with

the City for neighborhood planning purposes, sister city

associations, or Arts Commission grants, and is less than the

taxable threshold amount provided in SMC Section 5.55.040D.

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.

Form Last Revised on December 31, 2007 8
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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.

kR

Section 4. Subsection A of 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,”
“retail sale,” or “retail service.” It includes renting or leasing, conditional sale contracts, leases
with option to purchases, and any contract under which possession of the property is given to
the purchasér 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 of tangible personal property made by

a person who is not engaged in the business of selling the type of tangible personal property

involved on a routine or continuous basis.

Rk

Section 5. Subsection B of section 5.30.060 of the Seattle Municipal Code is hereby

amended as follows:
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5.30.060 Definitions, T-Z.

®okok

B. "Taxpayer" means any "person," as herein defined, required by SMC Chapter 5.55
to have a business license, or liable for any license, tax or fee, or for the collection of any tax or
fee, under SMC Chapters 5.32 (Amusement Devices), 5.35 (Commercial Parking Taxes), 5.37
(Employee Hours Taxes), 5.40 (Admission Taxes), 5.45 (Business License Tax), 5.46 (Square
Footage Business Tax), 5.48 (Utility Tax), and 5.52 (Gambling Tax), or who engages in any
business or who performs any act for which a tax or fee is imposed under those chapters.

kK k

Section 6. Section 5.35.050 of the Seattle Municipél Code is hereby amended as
follows:

5.35.050 Exemptions from the Parking Tax.

The following are exempt from the parking tax:

A. Parking by a person in a stall reserved exclusively for that person for a period of 30
days or longer.

B. Parking of a motor vehicle owned or controlled by a natural person in a stall
provided with that person's residence.

C. Parking at stadiums and exhibition centers which the City is précluded from taxing
pursuant to RCW 36.38.040.

D. Parking on City of Seattle streets.

E. Parking of vehicles under federal government contracts that is exempt from the retail

sales tax.

F. Parking charges directly billed to, and paid by, federal, state, or local government.

Form Last Revised on December 31, 2007 10
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Section 7. Subsection B of section 5.37.020 of the Seattle Municipai Code is hereby
amended as follows:

5.37.020 Definitions.

The definitions contained in Chapter 5.30 of the Seattle Municipal Code shall be fully
applicable to this chapter except as may be expressly stated to the contrary herein. The
following additional definitions shall.apply throughout this Chapter:

3%k

B. ”Emplbyee” means any ((petsen)) individual who performs work, labor, or services
for a business and is on the business' payroll, and who performs any part of their duties within
the city of Seattle. For purposes of this chapter, the term "employee" also includes all full-time,
part-time, and temporary employees or workers on the business' payroll. A business' payroll
includes the payroll of any related company that acts as a paymaster for the related entities.

Kook

Section 8. Effective J anuafy 1, 2009, Section 5.45.060 of the Seattle Municipal Code is
hereby repealed.

Section 9. A new section 5.45.085 is hereby added to the Seattle Municipal Code as
follows: |

5.45.085 Related person transactions.

A. When the relationship between related, éontrolled br affiliated persons is such that
the gross income from business activities between such persons is not indicative of the market
value of the activities or transactions, the Director shall determine the market value upon which

the Seattle business license tax shall be levied.
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The purpose of this section is to ensure taxpayers clearly reflect their true gross income
attributable to business activities or transactions between related, controlled or affiliated
persons, and to prevent the avoidance of taxes in regards to such activities or transactions.
Business activities or transactioné between one related, controlled or affiliated person and
another will be subject to special scrutiny by the Director to ascertain whether common control
is being used to reduce, avoid, or escape taxes. The authority of the Director to determine true
taxable income extends to any case in which either by inadvertence, sham, or design the taxable
income of a related, controlled or affiliated person is other than it would have been had the
person, in the conduct of its affairs, been dealing at arm’s length with an unrelated,
uncontrolled or unaffiliated person. The Director will consider whether the persons are
motivated by business purposes other than tax avoidance or are principally motivated by the
desire to avoid taxes.

B. The Director will consider the following to determine whether an arrangement
between related, controlled, or affiliated persons results in an improper or inaccurate valuation
of the activity:

1. Whéther the persons are motivated by business purposes other than tax
avoidance or are principally motivated by tax avoidance. In no case shall the
mere evasion or avoidance of taxation be regarded as a business purpose.

2. Whether the separate businesses of the related, controlled or affiliated
persons have economic substance because a reasonable possibility of obtaining a
profit exists, apart from achieving tax benefits.

3. Whether one person has a significant amount of capital gains, interest,

dividend or similar income, but minimal capital, activity, or expenses, because
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essential business functions are performed for the person by another without
arm’s length consideration.
4, In determining whether the related persons or entities are motivated by tax
avoidance or whether they possess economic substance, the Director shall
consider the following:
a. The related person has an identifiable plac;e of business with
supporting business records.
b. The related person maintains books and related a;:counting records.
c. The related person has a staff of employees or has engaged
independent contractors adequate in number and with sufficient expertise
to conduct its business activities.
d. The controlling person so controls and dominates the finances, policy
and business activities of the related person that the related person has
virtually no separate existence.
e. The form employed for conducting business is a sham.

C. The Director will use the following methods to assigﬁ a value to business activities
or transactions between related, controlled, or affiliated persons when the Director determines
that a true or market value has not been reported on a tax return:

1. Fair market valuation. A value determined by comparing charges made for
similar goods or services of like quality and character, in similar quantities,
under comparable conditions of sale, to comparable‘ unrelated party purchasers,

including subsidies and bonuses.
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2. Cost basis. If no comparable goods or services can guide the Director in
ascertaining the value, then such value may be determined upon a cost plus
margin basis. All costs — including direct and indirect overhead costs -
attributable to the particular article, good or service shall be included. An
appropriate profit margin shall also be added to the costs.

3. Amount of dividends or loans received. If a parent corporation or controlling
persdn provides services that are more than general oversight duties to a
subsidiary or controlled person and receives no payments, or such payments are
not at market value, but then receives dividends or loans from the subsidiary or
controlled person for the services rendered, the Director shall deem the
dividends or loans received to be compensation for the services rendered. If the
total amount received from the subsidiary or controlled person, including such
dividends or loans, is less than the market value of such service, the Director
will tax the services rendered at the market value. If the amount of dividends or
loans can be shown to be higher than the market value of the services then the
market value will be used.

General oversight duties of a parent corporation include high level management
direction, strategic planning, stewardship duties or assisting in the financing of the controlled |
persons. These duties caﬁ be provided without taxation of the dividends, loans or
compensation from subsidiaries or controlled persons. However, providing services for a
subsidiary’s or controlled person’s customers, or providing accounting and administrative

services, or providing marketing services, or providing other lower level management duties for
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a subsidiary or controlled person, or any similar activities will be subject to a market value |
determination and taxation.
D. The following definitions apply within this section:
1. “Market value” or “arms length consideration” is the amount that would be
paid or received for similar activities or transactions of like quantity, quality, or
character under‘ similar circumstances and conditions by other persons where no
common interest exfsts between the persons involved in the activities or
transactions.
2. “Related, controlled or affiliated person” means a person or entity that
controls, or is controlled as the case may be, through common ownership.
“Related,” “controlled” and “affiliated” are used interchangeably when
describing a subsidiary, however, related and affiliated can also mean the parent
entity. The degree of ownership is unimportant, however the ability to control
or influence the related, controlled or affiliated person is important in
establishing whether relationships and transactions serve a business purpose,
produce income, or merely avoid taxes. |
Section 10. Section 5.45.090 of the Seattle Municipal Code is hereby amended as
follows:
5.45.090 ExemptionS.

The provisions of this Chapter 5.45_and the licensing requirement in SMC 5.55.030

shall not apply to the following:
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A. ((Nenprefit)) Adult Family Homes. This chapter does not apply to ((renptefit))
adult family homes which are licensed as such, or which are specifically exempt from

licensing, under rules of the Washington State Department of Social and Health Services.

* kK

I. Investments—Dividends From Subsidiary Corporations. This chapter shall not
apply to amounts derived by persons, other than those engaging in banking, loan, security or
other financial businesses, from investments or the use of money as such, and also amounts

derived as dividends by a parent from its subsidiary corporations, provided that, dividends

subject to tax pursuant to SMC 5.45.085 will not be exempt.

kK

Section 11. Section 5.45.100 of the Seattle Municipal Code is hereby amended as

follows:

5.45.100 Deductions.

In computing the license fee or tax, the following may be deducted from the measure of
tax:

kK

bearding-homefor longer-than-thirty (30)-days:))
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((®))0. Radio and Television Broadcasting -- Advertising Agency Fees -- National,
Regional, and Network Adverﬁsing -- Interstate Allocations. In computing tax, there may be
deducted from the measure of the tax by radio and television broadcasters amounts representing
the following:

1. Advertising agencies' fees when such fees or allowances are shown as a
discount or price reduction in the billing or that the billing is on a net basis, i.e.,
less the discount;

2. Actual gross receipts from national network, and regional advertising or a
"standard deduction" as provided by RCW 82.04.280; and

3. Local advertising revenue that represents advertising which is intended to
reach potential cus;corners of the advertiser who are located outside the State of
Washington. The Director of Finance may issue a rule that provides detailed
guidance as to hoW these deductions are to be calculated.

((@))P. Constitutional Prohibitions. In computing tax, there may be deducted from the
measure of the tax amounts derived from business which the City is prohibited frofn taxing
under the Constitution of the State of Washington or the Constitution of the United States.

((R)Q. Distribution Affiliate or Cooperative. In computing tax, there may be

‘deducted from the measure of the tax an amount equal to the actual cost of the merchandise that

a distribution cooperative or its distribution affiliate sells to a customer-owner of the
distribution cooperative for the customer-owner's resale at retail. Actual cost means the cost
actually paid by the distribution cooperative or distribution affiliate after taking into account all

cash discounts and other price reductions.
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‘((ST))& In computing tax imposed by SMC 5.45.050 F, there may be deducted from the
measure of the tax gross income from the transport of empty containers picked up in the City if
1) a full container transported from outside the City is exchanged for the empty container at the
time of pick-up, and 2) the job is billed to the customer as a round trip charge.

((F))S. Interstate Trucking. The tax imposed on motor carriers under SMC 5.45.050 F
shall not apply to gross income from freight picked up in the City and transported by the
taxpayer to a location outside the State of Washington. A motor carrier that does not transport
freight across the state boundary is not entitled to a deduction, even though the freight is
destined for((;)) and is ultimately transported((;)) to a location outside Washington.

((B)T. Sales of Water to Water Districts, Municipalities and other Political
Subdivisions of the State of Washington for Resale. In computing tax, there may be deducted
from the measure of the tax under the wholesaling classification, amounts derived from the sale
of water to any water district, municipality or other political subdivision of the State of
Washington.

((M)U. Sales of Electricity for Resale. In computing tax, there may be deducted from
the measure of the tax amounts derived from the sale of electricity to any purchaser of
electricity for resale.

((W-)V. Receipts From the Sale of Tangible Personal Property or Retail Services
Delivered Outside the City but Within Washington. Effective January 1, 2008, amounts
included in the gross receipts reported on the tax return and which are derived from the sale of
tangible personal property or retail services delivered to the buyer or the buyer's representative

outside the city but within the State of Washington may be deducted from the measure of tax
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under the retailing or wholesaling classifications. Retail services include those services defined
as ((aretailserviee)) such pursuant to SMC 5.30.040 ((©)).

(3%))W. Amounts collected by grocery stores, drug stores, and convenience stores
from customers to pay the Green Fee imposed under SMC 21.40.075, including that portion of
the fee that the store is entitled to retain to offset costs incurred to implement and administer
the Green Fee.

Section 12. Section 5.46.030 of the Seattle Municipal Code is hereby amended as
follows:

5.46.030 Tax Imposed-Measure of the Tax.

A. A square footage business tax for the act or privilege of engaging in business

activities within the city is hereby levied upon and shall be collected from every person that
leaseé, owns, occupies or otherwise maintains an office or place of business within the city.

The tax shall be measured by the number of square feet of business floor space and
other floor space for each office or place of business leased, owned, occupied or otherWisé
maintained within the city during the reporting pefiod.

B. The amount of the tax due shall be equal to the sum of the number of square feet of
business floor space for each office or place of business leased, owned, occupied or otherwise
maintained within the city multiplied by the rate of $0.39 quarterly ($1.56 annually), and the
number of square feet of other floor space for each office or place of business leased, owned,
occupied or otherwise maintained within the city multiplied by the rate of $0.13 quarterly

($0.52 annually). The Director will adjust the square footage business tax rate annually for

inflation as follows: the tax rate for a year will be equal to the tax rate for the previous year
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increased (or decreased) by the percentage change in the annual Seattle-Tacoma-Bremerton,
WA consumer price index for all urban consumers (CPI-U) for the previous year.

C. Persons with more than one office or place of business must include all business
floor space and other floor space for all locations. When a person rents space to another
person, the person occupying the rental space is responsible for the square footage business tax
on that rental space only if the renter has exclusive right of possession in the space as against
the landlord. Space rented for the storage of goods in a warehouse where no walls separate the
goods, and where the exclusive right of possession in the space is not held by the person to
whom the space is rented, shall be included in the other floor space of the person that operates
the warehouse business, and not by the business renting the warehouse space.

D. Persons whose business floor space, other floor space, or period of occupancy
changes during a reporting period shall prorate the business floor space or other floor space for |
the reporting period. A change in the period of occupancy during the reporting period shall be
prorated using a ratio of the number of days of occupancy during the reporting period
compared to the total number of days within the reporting period. If the amount of business
floor space or other floor space changes during the reporting period, floor space for the period
shall be computed as a weighted average of the rentable space occupied during different
segments of the reporting period. Weighting will be based upon the percentage of the reporting
period that a given amount of space was leased, owned, occupied, or otherwise maintained
within the city.

E. Any person required to pay the square footage business tax imposed in this chapter
that also pays the business license tax as imposed in SMC 5.45.050 may take a credit against

the square footage business tax computed as follows:
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1. The credit is equal to the square footage business tax owed for the reporting
period multiplied by the ratio of adjusted gross income derived from the Seattle
business location(s) for the reporting period to the total gross income derived
from the Seattle business location(s) for the reporting period.
2. For the purpose of this section, "total gross income derived from the Seattle
business location(s)" is equal to the total gross income derived from the business
activities rendered by, generated from, or attributable to the place(s) of business
located within the city.
3. For the purpose of this section, "adjusted gross income derived from the
Seattle business location(s)" shall include total gross income derived from the
Seattle business location(s) less:
(a) income derived from the sales of tangible personal property and
retail services by the Seattle business location(s) delivered to a location
within the State of Washington where no local jurisdiction imposes an
eligible gross receipts tax; and
(b) the gross income of the Seattle business location(s) subject to the
business license tax under SMC 5.45.050G as determined by SMC
5.45.060 through SMC 5.45.080 less the gross income of the Seattle
- business location(s) subject to the business license tax under SMC
5.45.050G as determined by SMC 5.45.060 through SMC 5.45.076 and
SMC 5.45.081.
Wheh the change in income calculated in subsection 3(b) is a negative number,

the amount so calculated shall reduce the amount calculated in subsection 3(a);
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however, if the sum of the totals calculated under subsections 3(a) and 3(b) is a
negative number, then the adjusted gross income derived from the Seattle
business location(s) shall be equal to the total gross income derived from the
Seattle business location(s).
4. In computing the tax credit, any gross receipts from manufacturing, extracting, and
printing, and also subject to a selling tax (such as retailing and wholesaling) according
to the Multiple Activity Tax Credit (SMC 5.45.070), shall be included in the gross
income and the adjusted gross income only once.
Section 13. Section 5.46.040 of the Seattle Municipal Code is hereby amenaed as
follows:
5.46.040 Square footage business tax -When due.
The tax imposed by this chapter shall be due and payable in accordance with SMC
5.55.040 in the same manner as the business license tax under SMC 5.45. Taxpayers filing

their business license tax on a quarterly basis shall file the square footage business tax on a

quarterly basis and taxpayers filing their business license tax on an annual basis shall file the
square footage business tax on an annual basis on forms prescribed by the Director. Persons
discontinuiﬁg their business activities in Seattle shall report and pay the square footage
business tax at the same time as they file their final business license tax return.

Section 14. Section 5.46.050 of the Seattle Municipal Code is hereby amended as
follows:

5.46.050 Exemptions, credits and deductions from the square footage business tax.

A. The following persons are exempt from the square footage business tax:
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underthe-tax-threshold:))

((22)) Persons that are exempted from taxation by cities pursuant to federal or
state statutes or regulations, iﬁcluding, but not\ limited to, the following:
(a) Insurance businesses and their agents as defined by RCW 48.01.050
and 48.17.010, respectively, and whose total revenue is exempt from the
business license tax per SMC 5.45;
(b) Businesses that only sell, manufacture, or distribute motor vehicle
fuel as defined in RCW 82.36.010 and exempted under RCW 82.36.440;
(c) Businesses that distribute or sell only liquor as defined in RCW
66.04.010 and exempted in RCW 66.08.120; and
(d) Banks, whose income is apportioned according to WAC Chapter
458-28.

B. The following persons may take a one hundred percent credit against the square

footage business tax:

1. A person not engaged in any business activity during the reporting period.

2. Any person qualifying under the annual business license tax threshold

pursuant to SMC 5.55.040 D 1. provided that the person’s taxable gross income

was not reduced below the threshold by the intrastate deduction allowed in SMC

5.45.100 V or by using the tWo-factor fofmula pursuant to SMC 5.45.081 C. If

the person’s taxable gross income was reduced under the threshold by the

intrastate deduction or two-factor formula, the person must compute its. square
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footage business tax using the tax credits available under SMC 5.46.030 E and

SMC 5.46.060.

3. Persons owing no business license tax during the reporting period pursuant to

SMC 5.45.050 due to exemptions or deductions contained in SMC 5.45.090 or

SMC 5.45. 100 ((Gwith-the-exeeption-of subseection-SMC5:45:-100-W))) may take

a credit against the square footage business tax for the total amount of the tax,

provided that the person’s taxable gross income was not reduced by the

intrastate deduction allowed in SMC 5.45.100 V or reduced by using the two-

factor formula pursuant to SMC 5.45.081 C. If such a reduction was claimed,

the person must compute its square footage business tax using the tax credits

available under SMC 5.46.030 E and SMC 5.46.060.

C. The portion of the business floor space and other floor space that is used exclusiffely
to administer and manage other offices or places of business outside of Seattle shall be
considered headquarters activities and shall not be included in the square footage business tax
calculation.

D. Persons taxable under the utility tax pursuant to SMC 5.48 are exempt from the

square footage business tax provided they generate no gross income from activities taxable

under SMC 5.45.050. If taxpayers subject to the utility tax generate gross income from
activities taxable under SMC 5.45.050, only the floor space used in generating such gross

income will be subject to the square footage business tax provisions of this chapter.

E. Persons may exempt from the square footage business tax computations the square

footage they use in conducting their business activities taxable under the manufacturing,
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printing and publishing, tour operators, transporting freight for hire, and processor for hire tax

classifications of the business license tax.

Sectioﬁ 15. Section 5.46.060 of the Seattle Municipal Code is hereby amended as
follows:

5.46.060 Maximum Square Footage Business Tax Credit.

After application of the square footége business tax credit provided in SMC 5.46.030 E,
if the gross receipts business license tax assessed under SMC Chapter 5.45 and the square
footage business tax assessed under SMC Chapter 5.46 combine to result in a tax increase for
the taxpayer when compared to the amount of tax that would have been due under the
requirefnents of SMC Chapter 5.45 in effect prior to the implementation of RCW 35.102.130
on January 1, 2008, then an additional credit may be taken against the square footage business
tax for the amount of such tax increase.

Section 16. Section 5.52.030 of the Seattle Municipal Code is hereby amended as
follows:

5.52.030 Tax Levied.

A. Tn accordance with RCW Chapter 9.46, as amended, a tax or fee is levied upon all
persons, corporatidns, associations, or organizations conducting or operating within the City
any of the following gambling activities authorized by RCW 9.46.010, as amended, and RCW
9.46.033, as follows:

1. For the conduct of amusement games, a tax equal to two ((£2))) percent of the

net gambling receipts; and
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2. For punch boards and pull—tabs, as deﬁﬁed in RCW 9.46.0273, except for
those punch boards and pull-tabs taxed under subsection B2 of this section
below, a tax equal to five (((5))) percent of the gross gambling receipts.

B. In accordance with RCW Chapter 9.46, as amended, a tax or fee is levied on all
bona fide charitable or nonprofit organizations, as defined in RCW 9.46.0209, conducting or
operating in the City any of the following gambling activities, as follows: |

1.- Upon and for the conduct of bingo games, as defined in RCW 9.46.0205, and
raffles, as defined in RCW 9.46.0277, a tax equal to ((ten16))) five percent of
the net gambling receipts; and

2. For punch boards and pull-tabs, as defined in RCW 9.46.0273, a tax equal to
ten (((40))) percent of the net gambling receipts; and

3. Upon and for the conduct of a fund-raising event, as defined in RCW
9.46.0233, a tax equal to ten (((40))) percent of the net gambling receipts.

C. Except, no tax shall be imposed:

1. On bingo or amusement games when such activity, or any combination
thereof, is conducted by a bona fide charitable or nonprofit organization as
defined in RCW 9.46.0209, when such organization has no paid operating or
management personnel and when net gambling receipts from bingo or
amusement games or any combination thereof, do not exceed Five Thousand
Dollars ((¢$5;6009)) per year;

2. On the first Ten Thousand Dollars ((($16;600))) of net gambling receipts
from raffles conducted by any bona fide charitable or nonprofit organization as

defined in this chapter;
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3. On the conduct of amusement games at the Seattle Center pursuant to a
concession agreement with the City.

Section 17. Section 2 of Ordinance 118665 (contained in footnote 1 to Seattle
Municipal Code 5.52.030) is hereby repealed.

Section 18. Section 5.5 5.010 of the Seattle Municipal Code is hereby amended as
follows: |

5.55.010 Application of chapter stated.

Unless expressly stated to the contrary in each. chapter, the provisions of this chapter
shall apply with respect to the licenses and taxes imposed under this chapter and SMC Chapters
5.32 (Amusement Devices), 5.35 (Commerqial Parking Taxes), 5.37 (Employee Hours Taxes),
5.40 (Admission Taxes), 5.45 (Business License Tax), 5.46 (Square Footage Business Tax),
5.48 (Utility Tax), and 5.52 (Gambling Tax) and under other titles, chapters and sections in
such manner and to such extent as indicated in each such title, chapter or section.

Section 19. Subsection A of section 5.55.040 of the Seattle Municipal Code is hereby
amended as followé: |

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), 5.35 (Commercial Parking
Tax((es))), (5-37-(Employee-Hour Faxes);)) 5.40 (Admission Tax((es))), 5.45 (Business
License Tax), 5.46 (Square Footage Business Tax), 5.48 (Utility Tax), and 5.52 (Gambling

Tax), shall be due and payable in quarterly installments. At the Director's discretion,
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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 A2 and B2 for
punchboards and pulltabs shall be due and payable in monthly installments. Tax returns and
payments are due on or before the last day of the next month following the end of the assigned

reporting period covered by the return.

FAk

Section 20. Section 5.55.080 of the Seattle Municipal Code is hereby amended as
follows:

5.55.080 ((Bublie—we%k)) City contracts—Payment of fee and tax before final
payment for work.

((%Che—Direeter,—b))Eefore ((issuing-any)) the final payment is issued to any person

performing any ((publie-wetk)) contract for the City((;)) the Director may require such person
to pay in full all license fees or taxes due under SMC Title 5 from such person on account of

such contract ((er-etherwise;-and)). In regards to a person performing a public work contract

for the City, the Director may require such taxpayer to file with the Director a verified list of all

subcontractors supplying labor and/or materials ((to-the-persen)) in connection with said public
work.

Section 21. Section 5.68.010 of the Seattle Municipal Code is hereby amended as
follows:

5.68.010 Imposition of use tax.

There is hereby imposed upon every person a use tax for the privilege of using natural
gas or manufactured gas in the City aé a consumer at the rate of six percent (((6%3)) of the

value of the gas used, as authorized by RCW 82.14.230.
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Section 22. Section 5.68.020 of the Seattle Municipal Code is hereby amended as
follows:

5.68.020 Exceptions and credits

A. The "Value of the gas used," does not include any amounts that are paid for the hire
or use of a natural gas business in transporting the gas subject to tax under this subsection if
those amounts are subject to tax under subsection ((G)).B of Section 5.48.050.

B. The tax imposed under this section shall not apply to the use of natural or
manufactured gas if the person who sold the gas to the consumer has paid a téx under
subsection ((€)) B of Seétion 5.48.050 with respect to the gas for which exemption is sought
under this section.

C. There shall be allowed a deduction against the value of the gas used when: (1) the
person who sold the gas to the consumer has paid a gross receipts tax similar to that irﬂposed
under this section to another state or (2) the person consuming the gas has paid a gross receipts
tax similar to that impoéed under this section to another state. The deduction shall be with
respect to and in the amount of the value of the gas for which the gross receipts er-use-tax was
paid.

D. The use tax shall be paid by the consumer.

Section 23. Subsection A of section 3.02.125 of ‘Ithe Seattle Municipal Code is hereby
amended as follows:

3.02.125 Hearing Examiner filing fees.

A. Filing fees for hearings before the City Hearing Examiner are as follows:
Basis for Hearing Fee

Admission Tax Deficiency (Ch. 5.40) $50
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Admission Tax, Revocation of Exemption (Sec. 5.40.085) No fee

Ballard Avenue Landmark District (Ch. 25.16) 50
Business License Tax Deficiency (Ch. 5.45) 50
Cable Television Ordinance (Ch. 21.60) No fee
Columbia City Landmark District (Ch. 25.20) 50
Commercial Parking Tax Deficiency (Ch. 5.35) 50

Design Decision in Multiple Residence - Mixed Density 50

Zone (Ch. 24.38)

Employee Hours Tax (Ch. 5.37) 50

Fair Employment Practices Ordinance (Ch. 14.04) No fee
Floating Home Moorages (Ch. 7.20) 50
/petitioner; maximum fee 150

Gambling Tax Deficiency (Ch. 5.52) 50

Grading Ordinance (Title 22, Subtitle VIII) 50
Harvard/Belmont Landmark District (Ch. 25.22) 50
Housing Code (Ch. 22.206) 50

Land Use Code Enforcement (Ch. 23.90) 50

Landmark Preservation Controls and Incentives (Sec. ~ No fee

25.12.530)

Landmarks Preservation (Sec. 25.12.740 and Sec. 50
25.12.835)

License Code (Title 6, Subtitle I) 50

Master Use Permit (Ch. 23.76) 50
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Noise Ordinance (Ch. 25.08) 50

Opén Housing Ordinance (Ch. 14.08) No fee
Pike Place Market Historical District (Ch. 25.24) 50
Pioneer Square Minimum Mainfenance Ordinance 50
(Ch. 25.28, Subchapter II)

Planned Unit Developfnent (Ch. 24.66) 50

Plumbing Code (Ch. 20.16, Uniform Plumbing Code, Ord. 50

116594)

Property Tax Exemption, Cancellation of Exemption 50
(Ch. 5.72)

Radiofrequency Radiation Ordinance (Ch. 25.10) | 50
Refund Anticipation Loan (Ch. 7.26) 5
Relocation Assistance (Ch. 20.84) No fee

Seizure of Property; Controlled Substances (RCW No fee

69.50.505(¢))

Special Review Districts (Ch. 23.66) 50
Square Footage Business Tax (Ch. 5.46) 50
State Environmental Policy Act (SEPA) 50

(when not a Master Use Permit component) (Ch. 25.04)
Utility tax (Ch. 5.48) 50
Zoning Map Amendments (Rezones) (Ch. 23.34) No fee

Zoning Rulings and Interpretations (Ch. 23.88) 50

* k%
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Section 24. This ordinance does not affect any existing right acquired or liability or
obligation incurred under the sections amended or repealed in this ordinance or under any rule
or order adopted under those sections nor does it affect any proceeding instituted under those
sections.

Section 25. 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.
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Passed by the City Council the $© day of A’UW\ , 2009, and

signed by me in open session in authentication of its passage this

o

107 dayof A \%_Q,J , 2009

o

z‘//{ s
S I. President of the City Council
Approved by me this \ | day of A 23,, %MW , 2009.

ory J. Nickels, Mayor

Filed by me this \] A day of A—Vc}JS

Pl A

g~ T e —
" City Cletk _zoA 4t ‘e

(Seal)
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Legislation Title:

AN ORDINANCE relating to taxation; adding two minor exemptions from the parking tax;
adding a new section 5.45.085 relating to the taxation of business transactions between
related parties; deleting section 5.45.060 relating to the taxation of business conducted
with the City when there is no physical nexus; amending the definition of casual sale;
expanding the adult family homes business license tax exemption to include for-profit
adult family homes; deleting the boarding homes deduction under the business license
tax; amending certain exemption, credit and deduction provisions of the square footage
business tax; changing the gambling tax rate from 10% to 5% for bingo and raffles;
making technical corrections to reference the proper Utility Tax section and amending
sections 5.30.010, 5.30.020, 5.30.030, 5.30.050, 5.30.060, 5.35.050, 5.37.020, 5.45.090,
5.45.100, 5.46.030, 5.46.040, 5.46.050, 5.46.060, 5.52.030, 5.55.010, 5.55.040,
5.55.080,5.68.020 and 3.02.125, respectively, of the Seattle Municipal Code.

¢ Summary of the Legislation:

The proposed amendments add needed exemptions to the commercial parking tax,
make a minor change to the definition of “employee” for the employee hours tax,
delete the requirement that businesses conducting business with the City but without a
physical presence within the city acquire a license and pay the business license tax,
amend the definition of casual sale, expand the adult family home exemption to include
for-profit businesses, delete the boarding home deduction, make technical changes to
the business license tax, and adjust the exemptions and credits within the square
footage business tax. The proposed amendments also correct the gambling tax rate for
bingo and raffles.

There are numerous small technical changes to correct references or add the word
“business” after “square footage” when referring to the square footage business tax.
The correction of the gambling tax rate is necessary due to an oversight by the City in
changing the gambling rate in the Seattle Municipal Code after the State changed the
mandatory rate for cities in 2000.

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

In 2006 and 2007, the commercial parking tax, the employee hours tax, and the square
footage business tax were adopted and codified into Title 5 of the Seattle Municipal
Code. After imposing the taxes for several tax reporting petiods, several exemption
and deduction issues and technical inconsistencies were identified, requiring specific




Mel McDonald {
2008 DEA Title 5 Amendments

April 10, 2009 ‘
Version #9

amendments to the applicable tax chapters. This legislation incorporates the needed
amendments and technical corrections.

Gambling tax rates are controlled by the State of Washington. In 1999,-the legislature
mandated a change in the gambling tax rate for bingo and raffles from 10% to 5%. The
City was not aware of this change and therefore did not change its bingo and raffle
gambling tax rate. The City is in the process of refunding all taxes collected
erroneously since January 1, 2000, the date the new tax rate became effective. This is a
mandatory rate change. The refunds total $105,000 for seven years.

The proposed amendment relating to the taxation of business activities between related
businesses needs to be addressed to provide the City clear authority to value these
transactions in a manner that would reflect an arms-length transaction. Some
businesses are forming out-of-state related business entities to aggressively avoid
taxation of their business activities by funneling their business transactions through the
out-of-state related party at a reduced price. This practice is becoming more prevalent,
and the clarifications contained in this Bill would curtail any loss of future revenues
and reduce the number of court challenges.

SMC 5.45.060, which requires all businesses conducting business with the City to
acquire a business license and pay taxes even though the business has no physical
presence within the city (super nexus) is being deleted to conform to the new allocation
and apportionment requirements mandated by the State of Washington. This will result
in a very small loss of tax revenue (less than $20,000 per year); however, it should also
result in a similar small decrease in expenditures since these businesses add the license
fee and tax into their bid or invoice charge to the City. This will only affect those
businesses that never enter into the City of Seattle. The requirement for these
businesses to get a business license and pay the tax has always been subject to
complaints since it is a tax requirement that few states or cities impose.

The proposed amendment to the definition of casual sale restricts the casual sale
deduction to only the casual sale of tangible personal property. This eliminates any
chance that a service or sale of intangibles will be considered a casual sale. A taxpayer
who provides a service or receives royalties from intangibles is considered to be
engaging in the business of selling those services or rights.

The proposed amendment to expand the exemption for adult family homes to include
for-profit homes would bring Seattle in line with the State’s taxation of such
businesses. Adult family homes are limited to six persons per home, so these are small
in-home businesses. This proposed change would result in very little revenue loss.

The proposed amendment deleting the deduction for boarding homes would result in
very little change. As it currently exists, the definition of boarding homes under state
law is very confusing and the City already has a deduction for the rental of real estate
for a period of longer than 30 days. The present 25% deduction for “room rental”
appears arbitrary and some businesses can show that room rental is valued at a higher
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percentage. The percentage also depends on what services, beyond room and board,
the boarding home supplies. Because of the multiple services provided by boarding
home and similar businesses, it is very difficult to measure how much of an impact this
will make on our yearly revenues, but it is estimated to be less than $5,000.

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

Sfollow.)

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 had, or will
have, appropriations in other legislation please provide details in the Notes section below.

Fund Name and Department Budget Control 2009 2010 Anticipated
Number Level* Appropriation Appropriation

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

Notes: There are no budget appropriations or budget decreases associated with the ordinance.
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Anticipated Revenue/Reimbursemeht: 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.

2010

Fund Name and Department Revenue Source 2009

Number Revenue Revenue

General Fund 00100 | DEA Estimated tax revenue lost $(25,000) $(25,000)
from for- profit adult family
homes.

General Fund 00100 | DEA Estimated tax revenue lost $(15,000) $(15,000)
for gambling rate
adjustment.

General Fund 00100 | DEA Estimated tax revenue $5,000 $5,000
increase for boarding homes
adjustment.

General Fund 00100 | DEA Estimate tax revenue lost $(20,000) $(20,000)
from loss of super nexus. '

TOTAL $(55,000) $(55,000)

Notes:

There will be a very small gain in tax revenue generated by eliminating the boarding home
deduction (estimated at less than $5,000 per year). A review of taxpayer accounts classified as
boarding homes indicate that most taxpayers under this classification were not taking this 25%
deduction for rental of real estate. Additionally, we expect a small decrease in the amount of
expenditures (approx. $20,000 per year) due to the elimination of super nexus requirements,
however the decreases would be spread across many departments and accounts, and have little
impact. These decreases in expenditures would be equal to the loss of revenue from the business
license fees and taxes that had been paid by businesses doing business with the City that had no
physical taxing nexus (line four in the box above).

Total Regular Posifions Created, Modified, Or Abrogated Through This Legislation,

Including FTE Impact: This table should only reflect the actual number of positions affected

by this legislation. In the event that positions have been, or will be, created as a result of other
legislation, please provide details in the Notes section below the table.

Position Title and Position # Fund | PT/FT 2009 2009 2010 2010
Department for Existing | Name Positions | FTE | Positions* | FTE*
Positions & #
TOTAL

* 2010 positions and FTE are total 2010 position changes resulting from this legislation, not
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incremental changes. Therefore, under 2010, please be sure to include any continuing positions
Jfrom 2009.

Noftes: N/A

e Do positions sunset in the future? (If yes, identify sunset date):

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 & # Department Budget Control 2009 2010 Anticipated
Level* Expenditures Fxpenditures

TOTAL

* See budget book to obtain the appropriate Budget Control Level for your department.
Notes: N/A -

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.) The City would retain up to $60,000 in current tax revenue, and forgo up to
$5,000 in new tax revenue, but would not achieve the goal of aligning the City with the
state’s current taxation procedures. There is also a potential of future lost revenue on
transactions between related companies.

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

o Is the legislation subject to public hearing requirements: (Ifyes, what public hearings
have been held to date, and/or what plans are in place to hold a public hearing(s) in the
future.) No

e Other Issues (including long-term implications of the legislation):

Please list attachments to the fiscal note below:




@ City of Seatﬂe

Gregory J. Nickels, Mayor
Office of the Mayor
May 6, 2009

Honorable Richard Conlin
President

Seattle City Council

City Hall, 2™ Floor

Dear Council President Conlin:

I am pleased to transmit the proposed Council Bill amending certain tax provisions
contained within Title 5 of the Seattle Municipal Code.

The proposed amendments include numerous small technical changes. Most notable are
the addition of exemptions to the commercial parking tax including:
* adjustments to the exemptions and credits within the square footage business tax;
* deletion of the requirement that entities that conduct business with the City, but
that don’t have a physical presence within the city, acquire a license and pay the
business license tax;
amendment of the definition of “casual sale”;
expansion of the adult family home exemption to include for-profit businesses;
deletion of the boarding home deduction;
changes to the business license tax to correct references and adding the word
“business” after “square footage” when referring to the square footage business
tax.

The proposed amendments also correct the gambling tax rate for bingo games and raffles,
and add a clarifying definition in connection with the use tax on natural or manufactured
gas. Detailed explanations of the various changes implemented by the proposed Bill can
be found in the fiscal note accompanying this legislation.

Thank you for your consideration of this legislation. Should you have questions, please
contact Denise Movius at (206) 684-9259,

Sincerely,

600 Fourth Avenue, 7" Floor, P.O. Box 94749, Seattle, WA 98124-4749
Tel: (206) 684-4000, TDD: (206) 615-0476 Fax: (206) 684-5360, Email: mayors.office@seattle.gov
An equal employment opportunity, affirmative action employer. Accommodations for people with disabilities provided
upon request.
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CITY OF SEATTLE,CLERKS OFFICE
Affidavit of Publication

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

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

CT:123063 ORDINANCE
was published on

08/21/09 )

The amount of the fee charged for the fo’r’é@'m bﬁk:\ation is the sum of $1,698.00, which
amount has been paid in full. \\%
J0

.
S

Neftary pblic for the Sfate¢’of Washington, “
residing in Seattle

Affidavit of Publication



_City of Seattle
ORDINANCE 123063

- AN ORDINANCE relating to taxation:
adding two minor exemptions from the park.
* ing tax; adding a new section 5.45,086 relat. |
; ing to the taxation of business transactions
between related parties; deleting section
5,456,060 relating to the taxation of busi-

- ness conducted with the City when thereis
exus; amending the definition
expanding the adult fami: |

--no physica
of casual sale;
Iy homes business license tax exemption to
include for-profit adult family homes: delet::

i ing the boarding homes doduction under

the busjngss Iicgnse tax; amending certain
exemption, credit and daduction provisions -

of the square footage business tax; chang-

ing the gambling tax rate from 10% to 6%
 for bingo and raffles! making technical cor- |

 rections to reference the proper Utility Tax
section and amending sections 5.30.010,
6.30.020, 5,30,030, 5.30.050, 5.30.060,
5.36.060, 5.37.020, 6.46.090, 5.46.100,
5.46.030, 5.46.040, 5.46.050, 5.46.060,
1 5:62.030, b5.565.010, 5.565.040,
1 5.68.020 and 3.02.125, respectively, of the
Seattle Municipal Code. . = .
‘WHEREAS, recently the City imposed |
the commercial parking tax, the employee |
hours tax, and the square footage business
tax and the City would now like to amend |
certain language as well as make technica
corrections to these tax chapters: and

WHEREAS, some businesses are creating |
related business entities and conducting busi-
ness activities through the related entitiea to
avoid tax obligations and the City needs clear |

authority to tax such related business trans: | -
actions as if those transactions were condiict:

_ed in an arms-length manner; and

transactigns to the parking tax, expand the |
adult family home exem{]tion under the busi- |
ness license tax to inc

family homes, and delete the boarding home |
deduction because of changes to the State's |
definition of a boarding home: and i

WHEREAS, the City would like to repeal |
‘Seattle Municipal Code (SMC) Section
:5.45.060 relating to the taxation of business i
conducted with the City when there is no|

physical nexus: and -

WHEREAS, the City would like to
amend SMC 5.68 to make technical correc- |
tions to (SMC) Section 5.68.020 to reference |
the proper Utility Tax code section. Now,
THEREFORE,

i BEIT ORDAINED BY THE CIT F:
.SEATTLE AS FOLLOWS; -

Section 1. Section 5.30.010 of the Seattls
Municipal Code is hereby amendsd as fol-
lows: . ]

5.30.010 Definition provisions,

. The definitions contained in this chap-
ter shall apply to the following chapters of
the Seattle Municipal Code: Chapters 5.32

(Amusement Devices), 5.35 (Commercial
Parking Taxes), 6.37 (Employee Hourg

:Taxes), 540 (Admission Taxes), 5.45
(Business License Taxes), 546 (Square
Footape Business Tax), 5.48 (Utility |
Taxes), 5,62 (Gambling Taxes), and 5.65
(Admlmstratxye Provisions) unless express: |
ly provided for otherwise therein, and shall |
also apply to other chapters and sections of
the Seattle Municipal Code in the manner

~and to the extent ((=®)) expressly indicated
in each chapter or section. Words in the sin:

: gular number shall iniclude the plural and the

_plural shall include the singular. Words in

~one gonder shall include both genders.

Section 2. Subsection D of section’

:5:30.020 of the Seattle Municipal Code is
hereby amended s follows:

5.30,020 Definitions, A - B,
(1 :

5.55.080. |

ude for-profit adult

State Of’f‘Wéfshin

Thpnase i

D. “Artistic or cultural organization”

! The term “artistic or cultural organization” _ness in the City, and establishes safe har- : Gity, or
means an organization which is organized

and operated exclusively for the purpose of

_providing “artistic or cultural exhibitions, :de ((minimus)) minimis business activities
 presentations, or performances or cultural | in the City without having to register and

or art education programs,” as defined in |
subsection (((3))) (2), below, of this subsec- |
tion, for viewing or attendance by the general |

publie, The organization mustbe: |

1. A not-for-profi
Chapter 24.03 th,

‘poration under RCW
s all of the follow-

ing criteria:

Vl‘xs‘ be {ma;hage,d hy
588 than eigh

4 aﬁg;l

a governing board of hg
individuals none of Wh

of the organiz
under RCW |

pt’el‘? .1

]

b. No part of the organization’s income

may be paid directly or indirectly to its
members, stockholders, officers, directors, or
trustees except in the form of gervices ren-
dered by the orpanization in accordance with

its purposes and bylaws. , :
_ ¢, Salary or compensation paid to its offi-
cers and executives must be only for actual |
services rendered, and at levels comparable |
to the salary or compensation oflike positions
withinthestate. =
d. Asaets of the organization must be irre-
vocably dedicated to the activities for which t
the exemption is granted and, on the liqui- |

|
|

~vidual except a non-profit organization, asso-
ciation, or corporation which
-entitled to the exemption.

¢ be duly licghsqd
ng or certification is

. , . required by law or repulation.
_ WHEREAS, the ity desires to add two | " ? :
minor exemptions dealing with government ' |

£ The amounts V uali
~exemption must be used for the activities for
- which the exemption is granted.
g Services must be available regardless
of race, color, national origin, or ancestry.
2. The term “artistic or cultural exhibi-
tions, presentations, or perfor'ma,nge‘s or cul-
tural or art education programs’” is limited
ito;r i -

a. An exhibif;ioﬁ or presentation of works

iof art or ohjects of cultural or historical sig- |

nificance, such as those commonly displaye
~in art or history museums;

b, A musical or dramatic performance or |

_series of performances;or .
c An educational seminar or program, or
_series of such programs, offered by the orga-
nization to the general public on an artistic,
cultural, or historical subject(Gor)),
! K%k % i

__ Section 3. Subsection B of section
5.30.030 of the Seattle Municipal Code is|

_hereby amgnded as follows:
5.30.030 Definit;qns, E-F

AR X

B. “Engaging in business.”

. 1. The term “engaging in business activ: |

ity” means commencing, conducting, or con
: b and also ¢

e pu
conducting sich busin - '

dation, dissolution, or abandonment by the
{ organization, may not inure directly or indi-
_ractly to the benefit of any member or indi- | na

also would be |

received that qualify for | |1y

he exercise . .
well as | sentatives, independent contractors, brokers
idators | or others domiciled or operating on a job in
lic as s(the City, acting on its behalf, or for customers

g. Accepting or executing a contract with |

gton, King Countv
, itrespective of whether the goods or

2. This section sets forth examples of the City,
activities that constitute engaging in busi- services are delivored within or without the
whether the person's office or place of

3 b‘ffi‘}ef’s is within or without the City.
pe?son, or its employes, agent, rep- |

-bors for certain of those activities so that

_person who meets the criteria may engage il
Ifa
resentative,‘mdependent contractor, broker or
another acting on the person’s behalf, engag:
e8 In no other activities in or with the City
but the following, it need not register and |
obtain a business license and pay tax. 1

obtain a business licanse or pay City business |
and occupation taxes. The activities listed in |
this section are illustrative only and are not
_intended to narrow the definition of “engag- |
_ingin business” in subsection (1), above 1fan |
_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, rep-
resentative, 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. Meeting with suppliers of goods and
setvices as a customer;

_b. Meeting with government represen- |
tatives in their official capacity, other than
those performing contracting or purchasing
functions; . : : |

. Attending mestings, such as board
i meetings, retreats, seminars, and confor
i ences, or other meetings wherein the person
! does not provide training in connection with
- tangible personal property sold by the person |

a. Owning, renting, leasing, maintaining, °F 91 its behalf;

or having the right to use, or using, tangible
_perdonal property, intangible personal prop-
.erty, or real property permanently or cempol;

d. Renting tangible or intangible property
a8 a customer when the property is not used
in the City; - -

. e Attending, but rot participating in, a |
| . L . “Yrade showj’((:}) Persons participating at a
b Owning, renting, leasing, using, or tradeshow shall review the City's trads show
_maintaining, an office, place of business, ordinancs, SMC Chapter 6.20;
or other establishment in the City in which | o o ‘

P f (?on;iuctmg advertising through the

business activities are conducted; f
- mail; ((or

. ¢ Soliciting sales; oo ~
. . g. Soliciting sales by phone from u loca-
d. Making repairs or providing mainte- | tion outside the City((;) or

nee or service to real or tangible personal . . -
la Accepting or executing a contract with
the City when: ~

property, including warranty work and prop- f -
erty maintenance; ; | ine

rarily located in the City, in connection with
‘a businegs activity, =~ -

i

6. Providing technical assistance or 1. The aggregate value of all City con-
 service, including quality control, product | tracts with the person during the calendar
inspections, warranty work, or similar ser- | year is Five Thousand Dollars ($5.000) or
vices on o in connection with tangible per- | less and the person js engaged in no othe
sonal property sold by the person or on its busibess within the Cityior -

2, The person's only source of revene con-
sists of contracts with the City for neighbor-
hood planning purpcses, sister city associa:
| tions or Arts Commission grants andisless
than the taxable threshold amotint provided
in SMC Section 5,66,040D, ‘

i 5. A seller 1gcated on}tlsi%é thab City merel;t"

Ot : .. delivering goods into the City by means o

h. tg.ollectmg current or delinquent common carrier is not required to repister
fceounis:, ~ _ and obtain a business license provided that

i. Picking up and transporting tangible it engages in no other business activities in
ersonal property, solid waste construction the Clt)'-' ‘ - - :
ebtis, oF extavated matorials; ; . The City expressly intends that engaging

J. Providing disinfecting and pest control in business include any activity sufficient to
| services, employment and labor pool servic. establish nexus for purposes of applying the
_ es, home nursing care, janitorial services, taxunder the law and the constitutions of the
_ appraising, landscape architectural se;r(\irices,  United States and the State of Washington.

. security system services, surveying, andreal . L aeed : |
', estate services including the listing of homes | théf::g:;grpﬁg;:g‘:sdftr%r‘:?ﬁ?:&?:it‘;nt 'zz;‘
and managing real property; | constituted the original nexus generating

chalf; ;

f. Installing, constructing, or supervising
installation or construction of, real or tan-
| gible personal property; - -

g Soliciting, negotiating, or approving
 franchise, license, or other similar agree: |
ments; - : '

. k. Rendering professional services such : contact or subsequent contacts.
_as those provided by accountants, architects, | ..
_attorneys, auctioneers, consultants, enpgi-
_neers, professional athletes, barbers, baseball
| clubs and other sports organizations, chem:
-ists, consultants, psychologists, court report-  he
\ers, dentists, doctors, detectives, laboratory {

 Section 4. Subsection A of section,
icipal Code i

‘operators, tedchers; veterinarians; |
_ 1 Mecting with customers or potential |
| customers, even when no sales or orders are
solicited at the meetings; -
i r s g i S fOi‘ 1c \
m. Training or recruiting agents, repro:. servity clasaifiod as  "sala at rotall” ‘.m%m?{ l
_gale,” or “retail service” It includes renting
or leasing, conditional sale contracts, leases
with option to purchases, 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 fur-
‘nishing of food, drink, or meals for compen-
gation whether consumed upon the premises

_jor potential customers;

n.,}nvéstigating, resolving, or otherwise
assisting in resolving customer complaints;

0. In-store stocking or manipulating prod-
ucts or goods, sold to and owned by a cu
tomer, regardless of where sale and deliver
of the goods took place; '

. p Delivering goods in vehicles ownec
‘rented, leased, used, or maintained by the
“person who sold the goods or another actin

on its behalf; or :

asual or isolated sale” means a

: personal property made by a
not engaged in the business of -
ing the type of tangible personal property

_involved on a routine or continuous basis,

*kk




Section 5, Subsection B of section
:6.30.060 of the Seattle Minicipal Code is
_hereby amended as follows:
5.30.060 Definitions, T-Z,

Ak

B. “Taxpayer” means any ‘person.” as
herein defined, required by SMC Chapter
5,65 to have a business license, or liable for
any license, tax or fee, or for the collection

i of any tax or foe, under SMC Chapters 5.32

, (Amusement Devices), 5.35 (Commercial

¢ Parking Taxes), 537 (Employee Hours
Taxes), 540 (Admission Taxes), 6.45

| (Business License Tax), 5.46 (Square Footage |
Business Tax), 5.48 (Utility Tax); and 5,52 |
(Gambling Tax), or who engages in any busi- |
ness or who performs any act for which a tax
or fee is imposed under those chapters. !

: Ahh - > - . :

. Section 6, Section 5.35.060 of the Seattle .

'%Viunicipayl‘ Code is hereby amended ag fol- |
ows: ~ ‘

| income attributable to business activiti

. 5.456.085 Related person tiansie:
ions.

A. When the relationship hetween relat:

ed, controlled or affiliated persons is such
that the gross income from business activi-

ties between such persons is not indicative of
the market value of the activities or transac:
tions, the Director shall determine the mar.
ket value upon which the Seattle business

license tax shall be levied,

he purpose of this section is to ensure
ayers clearly reflect their true gross

taxp

transactions hetween relatad, controlle
affiliated persons, and to prevent the avo

actions between one related, controlled or
affiliated person and another will be subject
to special scrutiny by the Director to ascer-
tain whether common control is being used
to reduce, avoid, or escape taxes. The author:
ity of the Director to determine true taxable

|_income extends to any case in which either

_ . o | byinadvertence, sham, or design the taxable
httpi/lclerk ci.seattlo.wa us/scripts/nph- o L8 ' BN e

brs.exe?a1=8&5s2=5.35 060&S3=&Sect4=A
ND&1=20&Sect3=PLURON&Sects=C0O

- DE1&d=CODE&p=1&u=%2F%7Epublic%

- 2Fcode] htm&r=2&Sect6=HITOFF&{=G

. - ho#hOhttp://elerk ci senttle wa us/scripts/
nph-brs.exe?s1=&82=5,36,060&S3=&Sect
4=AND&I=20&Sectd=PLURON&Sect65=C |
ODE1&d=CODE&p-1&u=%IF%7Epublic |

= %2F¢ htm&r=2&8ect6=HITOFF&f=G
‘ParkingTax. ; ,

; The following are exempt from the park-
ing tax; : . fo :

- A Parking by a person in a stall reserved |

" exclusively for that person for & period of 30 |
days or longer.

4

B. Parking of a motor vehicle owned or | 81ce. In no case shall the mere evasion or |

controlled by a natural person in a stall pro-

vided with that person's residence. |

C. Parking at stadiums and exhibition

centers which the City is precluded from tax-
ing pursuant to RCW 36.88.040. .

D. P&irking on City of Seattle streets,
- E. Parking of vehicles under federal gov- |

ernment contracts that is exempt from the
~retail galestax, : .

E. Parking charges direct!{billedcto,~x_a,_\1d I
id by, federal, state. or local government, i
Section ~"I:.:‘Suhsect.ion B of sé?:tion;

5.37.020 of the Seattle Municipal Code is
“hereby amended as follows: o .

5.37.020 Definitions, ~’

' - h2#h35.35.060 Exemptions from the

-income of a related, controlled or affiliated
i person is other than it would have been had
. the person, in the conduct of its affairs,
_dealing at arm’s length with an unrelated,
~uncontrolled or unaffiliated person. The
‘Director will consider whether the persons
are motivated by business purposes other

| than tax avoidance or are principally moti-

vated by the desire to avoid taxes.

B: The Director will consider the follow-
ing to determine whether an ,arran’gement
between related, controlled, or affiliated
persons results in an improper or inaceurate
valuation of the activity:

1. Whether the persons are mativated by

business purposes other than tax avoidance | without taxation of the dividends, loans ot |i
or are principally motivated by tax avoid:  compensation from subsidiaries or controlled

avoidance of taxation be regarded as a busi
ness purpose. o

2. Whether the separate businesses of the
related, controlled or affiliated persons have
economic substance because a reasonable
possibility of obtaining a profit exists, apart
from achieving tax benefits,

3. Whether one person has a significant
amount of capital gains, interest; dividend or
similar income, but minimal capital, activity,
or expenses, because essential business func-
tions are performed for the person by another
without arm’s length consideration:

4, In determining whether the related
persons or entities are motivated by tax

__avoidance or whether they possess econom-
| ic substance, the Director shall consider the

' following:

. The definitions contained in Chapter 5.30 |
of the Seattle Municipal Code shall be fully
_applicable to this chapter except as may he
| expressly stated to the contrary he The

~ ¢ payroll, |
‘and who performs any part of their duties |
within the city of Seattle, For purposes of this
chapter, the term “employee” also includes all |
full-time, part-time, and temporary employ-
eep or workers on the business’ payroll. A|
business’ payroll includes the payroll of any
related company that acts as a paymaster for
the related entities. ~ :

hkk

Section 8. Effective January 1, 2009,
Section 545,060 of the Seattle Municipal

“Code is hereby repealed.

‘Section 9. A new section 5,45.085 is
hereby added to the Seattle Municipal Code
-ag follows: :

a, The related person has an identifiable
place of business with supporting business
records. : -

b. The related person maintains books
and related accounting records.

¢. The related person has a staff of
employees or has engaged independent con-
tractors adequate in number and with suffi-
cient expertise to conduct its business activi-
ties. :

d. The controlling person so controls and

dominates the finances, policy and busi-

ness activities of the related person that the
related person has virtually no separate exis-
tence, - :

e. The form employed for conducting busi-
| nessisasham. ‘

C. The Director will use the follow-

ing methods to assign a value to business

)
1 2500 3

1. Fair market valuation; A value deter: L. Investments— Dividends  From'

' mined by comparing charges made for similar | Subsidiary Corporations. This chapter shall

|

i
}

J'

_ taining the value, then such value may be .
| determined upon a cost plus margin basis. |
| ﬁll‘aosts-including dirﬁlct‘and }i‘hdirectovler- |
r | head costs -- attributable to the particular ) 3 :

+ | article, good or service shall bs included, An | Seattle Municipal Code is hereby amended

- ance of taxes in regards to such activities or | to the costs.
transactions. Business activities or trans-

[

been /|

' received from the subsidiary or controlled o qualifyfor the-deduction, the boarding

i

 or providing accounting and administrative
- services, or providing marketing services, ]

lexists between the persons involved in the
~ activities or {ransactions.

. son” means a person or entity that controls,
_or is controlled as the case may be, through

5
17

|

\Eqporation, include high level management

| duties or assisting in the finaticing of the con

goods or services of like quality and charac- ot apply to amounts derived b persons,

ter, in similar quantities, under comparable | other than those engaging in banking, loan,

 conditions of sale, to comparable unrelated | security or other financial businesses. from |

party purchasers, including subsidies and | investments or the use of money as such, and

ontises, ‘ ‘ also amounts derived as dividends by a par-

i ent from its subsidiary corporations. provid:

ed that, dividends subject to tax pursuant to
SMC 5.45.085 will not be exempt.

Kk

2. Cost basis. If no comparable gaods or
services can guide the Director in ascer:

Section 11. Section 5.45.100 of the

_ as follows:
6.45.100 Deductions.

8. Amount of dividends or loansreceived.  [n computing the license fee or tax, the
1t a parent corporation or controlling person  following may he deductad from the meastre
provides services that are more than gen- oftax: :
eral oversight duties to a subsidiary or con- - :
trolled person and receives no payments, or - : Laiana

such payments are not at market value, but . « F o
then receives dividends or loans from the sub: | OAmotnts Representing Rentatof Real
sidiary or controlled person for the services I3tate for Boarding Homes—In computing & bededucted bom thapy
x(iemcliered,1 the Directordshail deom the divi- ﬂmmmrﬁseﬂtmgﬁheﬂahmf
ends or loans received to be compensation H talofreal ba-fortt i »
for the services rendered. If the total amount 2 i 5  boarding homes.t

- appropriate profit margin shall also be added

*kk 2

{aersonj including such dividends or loans, is homel found in- ROW-18.90.090- and-musth
ess than the market value of such service, [on¢ PPl

the Director will tax the services rendered at RHWHWMW%WWGW Chapter 18-20 The dsdictionshatibe
the market value. If the amount of dividends  } il :

or lo]z(ms‘ cL;n befsll:own tobe ?}ighei than ihe inthe amount of twenty-five(35) percent of !
_market value of the services then the market Wﬁﬁy—bﬂ}m{w}’m,
valte will be used: - .has—resxded—yv%&&he—boWom 3
((£))0. Radio and Television Broadcasting
Advertising Agency Fees :- National,
Regional, and Network Advertising .-
Interstate Allocations, In computing tax,
there may be deducted from the measure of
the tax by radio and television brondcasters
amounts represeniting the following:

_General oversight duties of a pérent oor-

diraction, strategic planning, stewardship

trolled persons. These duties can'be provided

persons. However, providing services for a . > !

subsidiary's or controlled person’s custoniers, | 1. Advertising agencies’ fees when such
fees or allowances are shown as a discount or
price reduction in the billing or that the bill- !
1ig is on a net basis, i.e,, less the discount;

or providing other lower level management
duties for a subsidiary or controlled person, |
or any similar activities will be subject to
market value determination and taxation.

2. Actual gross receipts from national net.
| 310(!1‘1(. and,regional ?gv(elr}l;isiﬁ% % 2 "sta:dard
i ction” 0 82.04.280;
D. The following definitions apply within ka:du !l 18 proyided by 2.0 2,80
this section: ‘ { 3‘ Looal advartioi that
L 3 i +hocal advertising revenue. at.repre-

.. 1. “Market value” or “arms length con- (sents advertising which is intended to reach
sideration” is the amount that would be paid | jotential customers of the advertiser who are |
or received for similar activities or transac- | lgcated outside the State of Washington, The |
tions of like quantity, quality, or character | Dirsctor of Finance may issue a rule that |
under similar circumstances and conditions ‘provides detailed guidance as to how these |
by other persons where no common interest deductions are to be calculated. :

(Q)P. Constitutional Prohibitions. In
omputing tax, there may be deducted from
he measure of the tax amounts derived from
usiness which the City is prohibited from
axing under the Constitution of the State of

2. “Related; controlled or affiliated per-

_common ownership, “Related,” “controlled” | Washington or the Constitutior of the United

activities or trangactions hetween related,
controlled, or affiliated persons when the

value has not been reported on 4 tax return:

Director determines that a true or market

_ing, under rules of the Washington State @
Department of Social and Health Services. : 3

-and “affiliated” are used interchangeably

Iness purpose, produce income, or merely owner of the distribution cooperative for the

States,

when describing a subsidiary, however relat. S Ll
ed and affiliated can also mean the parent  ((R))Q. Distribution  Affiliate  or
entity. The degree of ownership is unimport- ' Cooperative. In computing tax, there may
ant, however the ability to control or influ. be deducted from the measure of the tax an
ence the related, controlled or affiliated per-  amount equal to the actual cost of the mer-
son is important in establishing whether chandise that a distribution cooperative or
relationships and transactions serve a busi its distribution affilinte sella toa customer:

avoid taxes. customer-owner’s resale at retail. Actual cost

: . : means the cost actually paid by ¢he distribis.

_Section 10, Section 5.45.090 of the tion cooperative or dist¥i§utionyaff§ialt:zt:lftgr
Seattle Municipal Code is hereby amended taking into account all cash discounts and
as follows: ' ‘other price reductions. ' -

5.456.090 Exemptions. o é(gg%%lrt\gcomputin tadx iimpgsgc} by SI\{C
it : v » Where riay be dediicted from the

therfihz p;‘;,v’s’gn‘figf,,ﬁ,h’st?f,’?teé g'gg@%‘measure of the tax gross inceme from the
shall not apply to the following: . the City it D) £l container transposten
A. (Nonprefit)) Adult Family Homes, This from otitsids the City is exchanged for the |
chapter does not apply to ((nonprofit)) adult Smpty container at the time of pick-up, and
family homes which are licensed as such, or 2)the job is billed to the customer as & round /
which are specifically exemipt from licens. trip charge. - ' :

L

. S. Interstate Trucking. The tax =
_imposed on motor carriers under SMC |
ks ’  9:45.060 I shall not apply to gross income
from freight picked up in the City and trans:
ported by the taxpayer to a location outside | !
the State of Washington. A motor carrier that
-does not transport freight across the state
‘boundary is not entitled to a deduction, even
‘tlllxgughtt})etfrexghb is ((iiestined i‘})r((;)) and is
timately transported((;)) to a location out-
‘side Washmgton? v i oue




(W)L, - Sales.of - Water: to: Water...
‘Districts, Municipalities and other Political |
Subdivisions of the State of Washington i
for Resale. In computing tax, there may be !
deducted from the measure of the tax under
the wholesaling classification, amounts
derived from the sale of water to any water
district, municipality or other political subdi-
vision of the State of Washihgton; :

(V) U. Sales of Electricity for Resale. In
computing tax, theré may be deducted from
the measiire of the tax amounts derived from
the sale of electricity to any pirchaser of elec-
tricity for resale,

(W)Y Receipts From the Sale of
Tangible Personal Property or Retail
‘Services Delivered Outside the City but
Within Washington. Effective January 1,
2008, amounts included in the gross receipts
reported on the tax réturn and which are
~derived from the sale of tangible personal
property or retail services delivered to the
buyer or the buyer's representative outside
the city but within the State of Washington
may be deducted from the measure of tax
under the retailing or wholesaling classifi-
{ cations. Retail services include those services
defined as ((a retai {ee)) such pursuant
to SMC 6.30.040 (0)),

(X)W, Amounts collected by grocery
stores, drug stores, and convenience stores
from customers to pay the Green Fee imposed
under SMC 21.40.075, including that portion
of the foe that the store is entitled to retain
to offset costs incurred to implement and
;administer the Green Feo:

Section 12, Section 546.030 of the
:Seattle Miunicipal Code is hereby amended
‘as follows:

5.46.030 Tax Impésed—Measure of
the Tax. :

A, A square footage business tax for the
act or privilege of engaging in biisiness activ-
ities within the city is hereby levied upon and
shall be collected from every person that Ieas:
€s, owns, occupies or otherwise maintains an
office or place of businéss within the city.

The tax shall be measured by the num-
her of square feet of business floor space and
other floor space for each office or place of ;
business leased, owned, occupied or other-
wise maintained within the city during the
reporting period.

B. The amount of the tax due shall be
‘equal to the sum of the number of square feat
of business floor space for each office or place
of business leased, owned; occupied or qther-
Wwise maintained within the city multiplied
by the rate of $0.39 quarterly ($1.66 annu-
ally); and the number of square feet of other
floor space for each office or place of busi-
niess leased, owned, occupied or otherwise
maintained within the ¢ity multiplied by the
rate of $0.13 quarterly ($0.62 annually). The
Director will adjust the square footage busi-
ness tax rate annually for inflation as fol-
lows: the tax rate for a year will be equal to
the tax rate for the previous year increased
(or decrensed) by the percentage change in
the annual Seattle-Tacoma-Bremerton, WA
consumer price index for all urban consumers
(CPI-U) for the previous year, .

C. Persons with more than one office or
place of business must include all businesa
loor space and other floor space for all loca-
‘tions. When a person rents space to anoth.
\er person, the person occupying the rental
space is responsible for the square footage
business tax on that rental space only if the
Tenter has exclusive right of possession in the
space as against the landlord, Space rented
for the storage of goods in a warehouse where
no walls separate the goods, and where the

i imposedin S

s The credit is equal to the square foot-
_: 'age business tax owed for the reporting peri-
- jod multiplied by the ratio of adjusted gross

i. E. Any person required to pay the square.
footage business tax imposed in this chap-
ter that also pays the business license tax as

lI,\/IC 5.45.050 may take a credit
lagainst the square footage business tax comn-
iputed as follows:

lincome derived from the Seattle business
{ocation(s) for the reporting period to the
itotal gross income derived from the Seattle
‘business Tocation(s) for the reporting period,

2. For the purpose of this section, “total
{gross income derived from the Seattls busi-
‘ness location(s)” is equal to the total gross
‘income derived from the business activities
rendered by, generated from, or attributable
to the place(s) of business located within the
city. : ;
i !

8. For the purpose of this section, “adjust:
ed gross income derived from the Seattle
‘business location(s)” 'shall include total
gross income derived from the Seattle biisi-
ness location(s) less:

il
{
|
+ . (a) income derived from the sales of tan- |
ible personal property and retail services
y the Seattle business location(s) delivered
to a location within the State of Washington |
where nio local jurisdiction imposes an eligi: |
| ble gross receipts tax; and . !

. (b) the gross income of the Seattle busi- |
- ness location(s) subject to the business license
- tax under SMC 5.46.060G as determined by |
SMC 5.45.060 through SMC 545.080 less
the gross income of the Seattle business ‘
location(s) subject to the business license
tax under SMC 5.45.060G as determined by
SMC 5.45.060 through SMC 5.45.076 and
SMC 65.45.081.

When the change in income caleulat-
ed in subsection 3(b) is a negative number,

exclusive right of possession in the space i

not heéld by the person to whom the space is
:rented, shall be included in the other floor
_space of the person that operates the ware-
hotise business, and not by the business rent-
ing the warehouse space. .

i D. Persons whose business floor space,
~other floor space, or period qf occupancy.
changes during a reporting period shall pro-
rate the business floor space or other floor
space for the reporting period. A change in
the period of accupancy during the report-
ing period shall bo prorated using a ratio of
the number of days of occupancy during the
reporting period compared to the total num-
ber of days within the reporting period. If the

amount of business floor space or other floor

"floor space for the period shall be compute

s a weighted nverage of the rentable space

“occupied during different segments of the
‘reporting period. Weighting will be based
upon the percentage of the reporting peri-
03 that & given amount of space was leased,
owned, occupied, or otherwise maintained
‘within the city. :

{space changes during the reporting petiqdé r

. the amount so calculated shall reduce the |
i amount calculated in subsection 3(a); how- |
!_ever, if the sum of the totals caleulated under
subsections 3(:3;an'd 3(b) is a negative num- |
. ber, then the adjusted gross income derived |
“from the Seattle business location(s) shall be
-equal fo the total gross income derived from
.the Seattle business location(s). ‘

i
I

. 4. Incomputing the tax credit, any gross
‘Teceipts from manufacturing, extracting, and
printing, and also subject to a selling tax
(such us retailing and wholesaling) accord-
ing to the Multiple Activity Tax Credit (SMC
5.456.070), shall be included in the gross

| income and the adjusted gross income only
‘once. L -

Section 13. Section 5.46.040 of the

| Seattle Municipal Code is hereby amended

as follows:

5.46.040 Square footage business tax
~When due, .

The tax imposed by this chapter shall
be dite and payable in accordance with SMC |
5.56.040 in the same manner as the business

license tax under SMC 6.45. Taxpayers fil-
_ing their business license tax on a quarterly
basis shall file the square footage business
tax on a quarterly basis and taxpayers fil-
ing their business license tax on an annual
basis shall file the square footage business
fax on an annual basis on forms prescribed
by the Director. Persons discontinuing their
business activities in Senttls shall report and
pay the square footage business tax at the
~same time as they file their final business
license tax return. i

., Section 14, Section 5.46.050 of the
- Seattle Municipal Code is hereby amended |
‘as follows: ‘ ' . |

5.46,050 Exemptions, credits and |
ideductions from the square footage
_business tax, ’ S
. A The following persons are exempt from
 the square footage business tax:

((2)) Persons that are exempted from tax-|

_ ation by cities pursuant to federal or state:
2 statutes or regulations, including, but not
_ limited to, the following: | :

I (a) Ins\urance businesses and their agents
I asdefined by RCW 48.01.050 and 48.17.010,

= respectively, and whose total revenue isi

_exempt from the business license tax per
SMC 6.45; ‘ ;

‘ (b) Businesses that only sell, munu-i;

facture, or distribute motor vehicle fuel as
defined in RCW 82.36.010 and exempted
under RCW 82.36.440;

(o) Businesses that distribute or sell only! i
liquor as defined in RCW 66.04.010 and |
exempted in RCW 66.08.120; and ‘\ :

;. under the requirements of SMC Chapter 5,45
. in effect prior to the implementation of RCW.

~ gambling receipts; and

(d) Banks; whose inicoitie 1a Apportioned !
according to WAC Chapter 4568.28. i

B. The following persons may take a one:
hundred percent credit against the square!
footage businesatax. G '

1. A person not engaged in any business
activity during the reporting period,
2. Any person qualifying under the annu-
- al business license tax threshold pursuant ta '
SMC 5.556.040D ovided that the person’s !
- taxable gross income was not reduced bal 1
|the threshold by the intrastate deduction
t allowed in SME€ 545,100V of by usi
. two-factor formula mirsuant to SMC 5.45.081
C. If the person’s taxable gxggs income was':
reduced under the threshold by the intrastate -
deduction or two-factor ula; t|
must compute its square footage business tax|'

“using the tax credits available under SMC
546,030 E'and SMC 5 060

3, Persons owing no business license tax.
during the reporting period pursuant to
SMC 5.45.060 due to exemptions or deduc:
‘tions contained in SMC 5.45.090 or SMC.
5.45.100 ((fwi i fon |

.
I3

W

e

45 )) may take a credit against |
the square footage business tax for the total
amount of the tax i e person’s

taxable gross income was not reduced by the
intrastate deduction allowed in SMC 6.45.100

or reduced by using the two-fact
ursuant to SMC 5.45,081 C, If such
tion was claimed; t eraon
its'square footage business tax using the t;
redits available under SMC 5.46.030 E ]
60,

C. The portion of the business floor space
and other floor space that is tsed exclusively
fo administer and manage other offices or
places of business outside of Seattle shall bs |
considered headquarters activities and shall |
not be included in the square footage busi-
ness tax calculation: .

H

educ-

ﬁ%

|

D, Porsons taxable under the utility tax |

pursuant to SMC 5.48 are exempt from |

the square footage business tax provided
they generate no:gross income from activi-
ties taxable under SMC 5.46.050. If taxpay- |

erating such gross income will be subject to |
the square footage business tax provisions of
this chapter.

E. Persons may exempt from the square

footage busine, s tax computations the square
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for hire tax classifications of the business’

license tax. -

Section 16, Section 5.46.060 of the
Seattle Municipal Code is hereby amended
as follows:

5.46.060 Maximum Square Footage
Business Tax Credit; : :

After application of the square footage
business tax credit provided in SMC 6.46.030]

i B; if the gross receipts business license tax|
aggessed under SMC Chapter 5.45 and the
square footage business tax nsséssed under
SMC Chapter 546 combine to result in a tax
increase for the taxpayer when compared to
the amount of tax that would have been due

36.102.130 on January 1, 2008, then an addi-
tional credit may be taken against the square |
footage busineas tax for the amount of sich |
tax incredse;

Section 16. Section 5.52.030 of the
Seattle Municipal Code is hereby amended

 ngfollows:

5.52.030 Tax Levied,

A. In accordance with RCW Chapter 9.46, | ;
as amended, a tax or fee is levied upon all/|
persons, corporations, associations, or orga- |
nizations conducting or operating within the
GCity any of the following gambling activities
authorized by RCW 9.46.010, as amended,
and RCW 9.46.033, aa followa:

1, For the conduct of amusement games,
a tax equal to two ((€2))) percent of the net}

2. For punch hoards and pull-tabs, as
defined in RCW.9.46,0273, except for those |
punch boards and pull-tabs taxed under sub- |
section B2 of this section below, a tax equal

receipts.

to five (((5))) percent of the gross gamblinglt :

B. In accordance with RCW Chapter 9.46, :

as amended, a tax or fee ig levied on all bona
fide charitable or nonprofit organizations;
as defined in RCW 9.46.0209, conducting

gambling activities, as follows:

‘son | .

Municipal
repealed.

“due’ under SMC Title 5 from such person

A0y 4
| 20 S

1. Upont and for the conduct of bingo

~-games, as defined in RCW 9.46,0205, and
raffles, as defined in RCW 9.46.0277, a tax
equal to ((ten-€10))) five percent of the net
gambling receipts; and .

2. For punch boards and pull-tabs, as '

defined in RCW 9.46.0273; a tax equal to ten
((%6))) percent of the net gambling receipts;
an ,

3. Upon and for the conduct of a fundirais: |

ing event, as'defined in RCW 9.46.0233, a tax
- 'equal to ten (((26)) percent of the net gam-
i bling receipts,

C. Except, no tax shall be imposed:
1. On bingo or amusement games when |

such activity, or any combination thereof; !
is conducted by-a bona fide charitable or
nonprofit o¥ganization as defined in RCW.
9.46.0209, when such organization has no |
paid operating or management personnel
and when net gambling receipts from bingo ‘
or amusement games or any combination
thereof, do ot exceed Five Thousand Dollars

((€$5;800))) per year;

2. On the first Ten Thousand Dollars

((W)) of net gambling receipts from
raffles conducted by any bona fide charita:
ble or nonprofit organization as defined in
this chapter;

3. On the conduct of amusement games at

the Seattle Center pursuant to a concession
agreement with'the City.

Section 17. Section 2 of Ordinance
118666 (contained in footnote 1:to Seattle
Code 6.62.030) is hereby

Section 18, Section 5.65.010 of the |

Seattle Municipal Code is hereby amended !
as follows: : :

s 5.56.()‘10 Application of chapter stat-

1
i
i

Unless expressly stated tu‘the contraryin |

each chapter, the provisions of this chapter |
shall apply with respect to the licenses and

taxes imposed under this chapter and SMC
Chapters 5.32 (Amusement Devices), 5.35
(Commercial Parking Taxes), 5.37 (Employee
Hours Taxes),

6.40 (Admission Taxes), 6‘45k(Bus§ness

License Tax), 5.46 (Square Footage Business
Tax), 5.48 (Utility Tax), and 5.562 (Gambling
Tax) and under other titles, chapters and sec-

tions in such manner and to such extent as
indicated in each such title, chapter or sec-
tion; i

Section 19, Subsection A of section
6.66.040 of the Seattle Municipal Code is
hereby amended as follows: :

5.66,040 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 license fee or
registration fee assessed under this chap-
ter, the tax imposed by SMC Chapters 5.32
%An]x{qsem'lgnt«Dg\)/)icéa), 5.36 (Commercial

arking Tax((e=))), (6 mployee Hour -
Faxes);)) 5.40 (Admission Tax((es)), 5.45 |
(Business License Tax), 5,46 (Square Footage
Business 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 depend-
ing on the tax amount owing or type of tax. |
Taxes imposed by SMC Section 5.62.030 A2 |
and B2 for punchboards and pulltabs shall
be due and payable in monthly installments;
Tax returns and payments are due on or !
before the last day of the next month follow-
ing the end of the assigned reporting period
covered by the return. . :

E it

Section 20. Section 5.55.080 of the
Seattle Municipal Code is hereby amended
as follows:

5.55.080 ((Pub}ie-workR City con- |
tracts—Payment of fee and tax before
final payment for work. :

((The Director;h))Before ((issuing-any)) f
the final payment is issued to any pergon i
performing any ((public-werk)) contract for |
the City((;)) the Director may require stich
person to pay in full'all license fees or taxes

on ‘account of such contract (( 7
and)). In regards to a person performing a
ublic work contract for the City, the Directo;
may require sich taxpayer to file with the

Section 21. Section 5.68.010 of the
Senttle Muhnicipal Code is hereby amended
ae follows: -

Director a verified list of all subcontractors
_ supplying labor and/or materials ((

- som)) in connection with said public work.

or operating in the City any of the following i




5.68,010 Imposition of use tax, |

There is hereb{ imposed upon every per- |
|son’a use tax for the privilege of using natu- |
ral gas or manufactured gas in the City asa
consumer at the rate of six percent (( )]

of the value of the gas used, as authorized by |
-RCW 82.14,230. I

I

Section 22. Section 65.68.020 of the :
Seattle Municipal Code is hereby amended
as follows:

5,68.020 Exceptions and credits

A. The “Value of the gas used,” does not

~"inchide any amounts that are paid for the hire

or use of a natural gas business in transl;;orb

.- ing the gas subject to tax under this subsec-

. tion'if those amounts are subject to tax under
subsection ((€)) B of Section 548,050,

B. The tax imﬂosed under this section |
shall not apply to the use of natural or manu:
factured gas if the person who sold the gas to .
the consumer has paid a tax under subsection
- ((©)) B of Section 5.48.060 with respect to

the gas for which exemption is sought under
this section. ~ -

: C. There shall be allowed a deduction
against the value of the gas used when: (1)
- the person who sold the gas to the consum-
-er has paid a gross receipts tax similar to
i that imposed under this section to another
'state or (2) the person consiiming the gas
i has paid a gross receipts tax similar to that |
imposed under this section to another state.
The deduction shall be with respect to and in |
the amount of the value of the gas for which
"the gross receipts tax was paid. !
. D, The use tax shall be paid by the con- |
“sumer.

Section 23, Subscction A of section
3.02.125 of the Seattle Municipal Code is
hereby amended as follows: :

- 83.02,1256 Hearing Examiner filing !
ees, ;

A. Filing fees for hearings before the City ;
Hearing Examiner are as follows:

Baasis for Hearing Fee
Admission Tax Deficiency (Ch. 5.40) $60

Admission Tax, Revocation of Exemption
(Sec. 5.40.085) No fee : H

Ballard Avenue Landmark District (Ch.|
25.16) 50 1

_ Business Liconse Tax Deficiency (Ch.
54860 :

|
| Cable Television Ordinance (Ch. 21.60) l

wiNo-Tee

i Columbia City Landmark District (Ch‘ :
- 26.20) 50

! Commereial Parking Tax Deficiency (Ch: 1
5,35) 50

2 Design Decision in Multiple Residence - l
:Mixed Density 50 . |

Zone (Ch, 24.38)
Employee Hours Tax (Ch. 5.37).60

Fair Employment Practices: Ordinance
{Ch. 14.04) No fee :

Floating Home Moorages (Ch. 7.20) 60
Ipetitioner; maximum fee 160
Gambling Tax Deficiency (Ch: 5.62) 60

|
i QGrading Ordinance (Title 22, Subtitleg
CVIII) 50 |

% HarvardloBelmonb Landmark Distﬁct i
I3

(Ch. 26.22) 5
Housing Code (Ch, 22.206) 50
6 Land Use Code Enforcement (Ch. 23.90)

i Landmark Preservation Controls and|
- Incentives (Sec. No fee |

26.12.630)

Landmarks Preservation (Sec. 25.12.740
and Sec. 60, ; |

26:12.835)

License Code (Title 6, Subtitle I) 50 :
Master Use Permit (Ch. 23,76) 60 ]
Noise Ordinance (Ch. 25.08) 60

Open Housing Ordinance (C .14,08) No'!

}PlumbingC::de; Ord. 60

i Square Footage Business Tax (Ch. 5.46)
60

i nent) (Ch. 256.04)

£23.88) 5

ity or obligation incurred under the sections
amended or repealed in this ordinance or |
“under any rule or order adopted under those I
U'sactions nor does it affect any proceeding

Pike Place Market Historical District:
(Ch.25.24) 60 ¢

Pioneer Square Minimum Maintenance ! .
Ordinance 50 S

{Ch. 25.28, Subchapber 1)
nined Unit Development (Ch.'24.66)

s o

Plumbing Code (Ch. 2y>,.16!vUpif9rm

116694) - ‘
Property Tax Exemption, Cancellation of
Exemption 60 ‘ i
- (Ch.5.72) . o

Radiofrequency RadiationVOrd’inance (Ch.
26.10) 50

Refund Anticipation Loan (Ch. 7.26) 6 |
Relocation Assistance (Ch. 20.84) No fee
Seizure of  Property;  Controlled

‘Substances (RCW No fee

69.60.605(c)) ‘
Special Review Districts (Ch. 23.66) 60

State Environmenfal Policy Act (SEPA)
50

(whén not a Master Use Permit compo-

Utility tax (Ch. 5.48) 60 .
Zoning Map Amendments (Rezones) (Ch. \

{23.34) No fee

: |

Zoning Rulings and Interpretations (Ch, l\
0 .

* Kk * ‘

Section 24. This ordinance does not
affect any existing right acquired or liabil:

“instituted under those sections.

. Section 25, 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 teturned by the Mayor within
“tan (10) days after presentation, it shall take
"offect as provided by Municipal Code Section |
11,04.020;

Passed by the City Council the 10th day !
“of August, 2009, and signed by me in open
isession in authentication of its passage this
£10th day of August, 2009, |

+ Richard Conlin ' ‘
President of the City Council |

¢ Approved by me this 17th day of August,

12009, -

Grégory J. Nickels, Mayor . -
_ " Date of publication in the Seattle Daily
EJoumal of Commerce, August 2811‘2 Zoggéwz 7

¥




