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Legislative Summary Continued (CB 118547)

Full Council
Action Text:
Notes:

City Clerk

Action Text:
Notes:

Mayor
Action Text:
Notes:

Mayor
Action Text:
Notes:

City Clerk

Action Text:
Notes:

Absent(NV): 1 Okamoto

11/23/2015 passed Pass
The Council Bill (CB) was passed by the following vote and the President signed the Bill:

inFavor: 9 Councilmember Bagshaw, Council President Burgess, Councilmember
Godden, Councilmember Harrell, Councilmember Licata, Councilmember
O'Brien, Okamoto, Councilmember Rasmussen, Councilmember Sawant
Opposed: 0 )

11/30/2015 submitted for Mayor
Mayor's signature
The Council Bili (CB) was submitted for Mayor's signature. to the Mayor

12/01/2015 Signed
The Council Bill (CB) was Signed.

12/01/2015 returned City Clerk
The Council Bill (CB) was returned. to the City Clerk

12/01/2015 attested by City
Clerk
The Ordinance (Ord) was attested by City Clerk.
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Dave Hennes CBO/Glen Lee FAS
CBO Square Footage Tax Repeal ORD
DI

CITY OF SEATTLE
ORDINANCE [+H9 (D

5

IRVl W
counciLBILL || ¥D 47 ]

AN ORDINANCE related to ending the square footage business tax for periods after December
- 31, 2015; and amending Section 5.46.030 of the Seattle Municipal Code.

WHEREAS, the State of Washington grants cities the power to license businesses for the
purpose of raising revenue; and |

WHEREAS, the City of Seattle has, since 1932, imposed a business license tax (also known as a

| business and occupation tax, B&O tax, or gross receipts tax) based on the gross receipts

of persons engaging in business in Seattle; and

WHEREAS, in 2003 the Legislature passed HB 2030, now codified as chapter 35.102 RCW,
which changed how cities impose B&O taxes; and

WHEREAS, in response to projections at that time that the mandated changes to the imposition
of B&O taxes could result in substantial decreases in tax revenue paid to the City, the
City imposed the square footage business tax to complement the business license tax and
to protect against adverse tax revenue impacts; and

WHEREAS, enough time has passed for the City to assess and adapt to the changes in the B&O
tax imposed by HB 2030; and |

WHEREAS, economic conditions have changed since 2008, and the City desires to simplify its
tax code and end the sQuare footage business tax for periods after December 31, 2015 in
order to support economic activity and encourage job growth in Seattle; NOW,

THEREFORE,

| BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:
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Section 1. Subsection 5.46.030.A of the Seattle Municipal Code, which section was last
amended by Ordinance 123704, is amended as follows:
5.46.030 Tax Imposed—Measure of the Tax((s))

A. For all periods from January 1, 2008 through December 31, 2015, a ((A)) square

footage business tax for the act or privilege of engaging in business activities within the city is
hereby levied uporll and shall be collected from every person that leases, 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 otherwise maintained
within the city during the reporting period.

No person shall owe square footage business tax for engaging in business activities

within the city after December 31, 2015 and this Chapter 5.46 shall be limited to determining and

collecting the square footage business tax due for persons engaging in business activities within

the city prior to December 31, 2015,

Last revised April 30, 2015 2
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Section 2. This ordinance shall take effect and be in force 30 days after its approval by
the Mayor, but if not approved and returned by the Mayor within ten days after presentation, it
shall take effect as provided by Seattle Municipal Code Section 1.04.020.

Passed by the City Council the day of , 2015, and

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

day of , 2015.

President t\) of the City Council

6,&

Approved by me this 2 day of Ao Ao 2015,

Edward B. Murray, ngo/r

o

o -
Filed by me this | day of UecemDC: , 2015,

Monica Martinez Simmons, City Clerk

(Seal)
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Dave Hennes/CBO — Glen Lee/FAS [For Ordinance 124910 / CB 118547]
CBO Square Footage Tax Repeal SUM

D1
SUMMARY and FISCAL NOTE*
Department: Contact Person/Phone: Executive Contact/Phone:
| CBO | Dave Hennes/4-0537 | Glen Lee/4-8079

* Note that the Summary and Fiscal Note describes the version of the bill or resolution as introduced; final legislation including
amendments may not be fully described.

| 1. BILL SUMMARY |

Legislation Title: AN ORDINANCE related to ending the square footage business tax for
periods after December 31, 2015; and amending Section 5.46.030 of the Seattle Municipal Code.

Summary and background of the Legislation: This legislation ends imposition of the City’s
square footage tax on businesses after December 31, 2015. The City imposed the square footage
tax on businesses in response to the State Legislature’s passage of HB 2030 in 2003. Several
sections of HB 2030 went into effect in January 2008 and altered the rules for allocating and
apportioning businesses’ gross receipts. Allocation and apportionment of income is necessary
when elements of a taxable transaction take place in more than one jurisdiction. This can occur
when an item is delivered from a business in one taxing jurisdiction to a customer in a different
taxing jurisdiction, or when staff from multiple offices of a business work together on a project -
and the offices involved are located in more than one jurisdiction. In such instances income
must either be allocated fully to one of the jurisdictions (allocation) or split between the
jurisdictions (apportionment). HB 2030 significantly changed the rules for allocating and
apportioning income for both the sale of tangible personal property and the delivery of “service”
activity. The net effect for the City of Seattle was the reduction in its taxable base due to the
allocation or apportionment of previously taxable activity to other cities within the state; thus
resulting in a revenue loss to the City. At the time, State Department of Revenue estimated the
City’s annual loss in revenue at approximately $22 million. The City’s square footage tax
measure was intended to mitigate these losses on City services.

Experience indicates businesses’ response to HB2030 changes have largely worked themselves
through and the square footage tax has not collected significantly more than about $2-$3 million
annually. Additionally, the tax is administratively complicated for businesses to comply with,
creating growing potential for increased errors in calculation. In response to businesses ongoing
feedback regarding City taxes and tax administration, and in line with City efforts to simplify the
administration of business licensing and taxes, the Executive proposes ending the square footage
tax on businesses after December 31, 2015.

‘ 2. CAPITAL IMPROVEMENT PROGRAM ‘

This legislation creates, funds, or amends a CIP Project.

| 3. SUMMARY OF FINANCIAL IMPLICATIONS

X __ This legislation has direct financial implications.

Form revised: August 1, 2015
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[For Ordinance 124910 / CB 118547]

Budget program(s) affected:

General Fund $

Other $

Estimated $ Appropriation

2015

2016

2015

2016

change:

Revenue to General Fund

Revenue to Other Funds

Estimated $ Revenue change: 2015 2016 2015 2016
($2,500,000) N/A N/A
No. of Positions Total FTE Change
Positions affected: 2015 2016 2015 2016
Other departments affected: None

| 3.a. Appropriations

This legislation adds, changes, or deletes appropriations.

| 3.b. Revenues/Reimbursements

X This legislation adds, changes, or deletes revenues or reimbursements.

Anticipated Revenue/Reimbursement Resulting from this Legislation:

Fund Name and Dept Revenue Source 2015 2016 Estimated
Number Revenue Revenue
General Subfund - N/A Business License Square $0 ($2,500,000)
00100 Footage Tax

TOTAL $0 ($2,500,000)

Revenue/Reimbursement Notes:

| 3.c. Positions

This legislation adds, changes, or deletes positions.

| 4. OTHER IMPLICATIONS

a) Does the legislation have indirect or long-term financial impacts to the City of
Seattle that are not reflected in the above?

Yes, the loss of revenue will be an ongoing annual loss.

b) Is there financial cost or other impacts of not implementing the legislation?

Form revised: August 1, 2015
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f)

9)

h)

i)

No

Does this legislation affect any departments besides the originating department?
No

Is a public hearing required for this legislation?
No

Is publication of notice with The Daily Journal of Commerce and/or The Seattle
Times required for this legislation?
No

Does this legislation affect a piece of property?
No

Please describe any perceived implication for the principles of the Race and Social
Justice Initiative. Does this legislation impact vulnerable or historically
disadvantaged communities?

No

If this legislation includes a new initiative or a major programmatic expansion:
What are the long-term and measurable goals of the program? Please describe how

this legislation would help achieve the program’s desired goals.
N/A

Other Issues:

List attachments/exhibits below:

Form revised: August 1, 2015



STATE OF WASHINGTON -- KING COUNTY

~-58.

331451 No. 124908,909,910,911,912,13
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 Daity Journal of
Commerce, which was regularly distributed to its subscribers during the below stated period. The annexed

notice, a
CT:TITLE ONLY ORDINANCES
was published on

12/15/15

The amount of the fee charged for the foregoing publication is the sum of $108.50 which amount has been
paid in full. f( /

“N;,MM_N f/f /;': \ j/ > 1
e Suﬁribediggg! jﬁg@}) before me on

12/15/2015

Notary public for the State of Washington,
residing in Seattle

Affidavit of Publication
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