Tacoma City Council
Government Performance and Finance Committee

www.cityoftacoma.orqg/GPF
Tacoma Municipal Building, 747 Market Street, Conference Room 248

AGENDA

Wednesday, March 31, 2010 — 4:30 p.m.

. Approval of the minutes of the meeting of March 3, 2010

. Board of Ethics — Stan Betts, Julie Myers, and Yvonne Yaskus

. Consolidated Personal Computer Purchase for General Government — Bill Bogue

. Update on B&O Tax — Danielle Larson

. Topics for Upcoming Meetings

. Other Items of Interest

. Public Comment

. Adjournment













































Tax & License History
Changes January 1999 through December 2009

Effective January 1, 2008 cont.

6A.30.100 A & M — Added deduction for the sale of tangible personal property when delivered to the
buyer or the buyer’s representative outside the City but within the State of Washington under the retailing,
retail services, or wholesaling classification.

6A.30.100 N — Added a deduction for professional employer organizations for the portion of fees for
actual costs of employee wages and other benefits and taxes. This deduction is not mandatory for the
model ordinance, but the tax treatment is required by RCW 35.102.160 and is taken from RCW
82.04.540(2).

Apportionment Provision for Business & Occupation Tax - Explanation & Directions

Under current law, income is taxed in the jurisdiction where the majority of the activity takes place, and
credits apply if your business pays tax in another jurisdiction. Effective January 1, 2008, specific rules for
allocating and apportioning income when a business engages in business activity within multiple
jurisdictions will apply. The allocation and apportionment will vary depending on the classification under
which income is reported:

rManufacturing: allocated to the location where the activity takes place

»Retail Sales: the activity takes place where delivery to the buyer occurs (similar to state sales tax
changes "destination-based sourcing” that take effect on July 1, 2008)

*Wholesale Sales: the activity takes place where delivery to the buyer occurs
»Royalties from the Granting of Intangible Rights: allocated to the commercial domicile of the taxpayer

*Services and Other: apportioned to a city by multiplying service income by a payroll factor (based on the
payroll within the jurisdiction), plus the service-income factor (based on the income producing activity
attributable for tax purposes within the jurisdiction), divided by two:

Total taxable service income x (Payroll Factor + Service Income Factor)
2 %

Payroll Factor = City Compensation Paid
Total Compensation Paid Everywhere

Service Income Factor = Service Income In City
Total Service Income Everywhere

Specific provisions apply to newspaper and publishing businesses which exempt them from the
apportionment requirements. (RCW 35.102.150)




Tax & License History
Changes January 1999 through December 2009

Effective January 1, 2009

International Investment Services Rate Reduction

Tax Classification 2009 2010 2011 2012 2013 Forward

International Investment 0.0022 0.00165 0.0011 .00055 Income is a

Management Services Deduction
No Tax Due

B&0O Tax Threshold is increased by $2,500 annually

The City Council increased the threshold by $2,500 annually. If a business makes less than the per year
threshold in gross business income, it pays no tax to the City.

B&O Tax Threshold Amount for 2010 is $75,000
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