Tacoma City Council
Government Performance and Finance Committee

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

AGENDA

Wednesday, July 7, 2010 — 4:30 p.m.

. Approval of the minutes of the meeting of June 16, 2010

. SAP: Enterprise Resource Planning Technical Migration — Rey Arellano and
Michelle Lewis-Hodges

. Pay Station Parking Fund — Dana Brown

. Update on State Legislation: B&O Tax — Randy Lewis

. Topics for Upcoming Meetings

. Other Items of Interest

. Public Comment

. Adjournment






























Legislative Activity concerning Municipal B&0O Tax and Licenses

Regulation of city business & occupations tax began in 1982 (35.21.710)

Cap imposed on councilmanic increases in the tax in return for the second
half-cent local sales tax. Tax can be raised 2 percent per year and no more
than 10 percent above the rate in place in 1982. Vote of the people can

raise the tax in excess of these caps.
1982 law also required a uniform rate of tax on all retail businesses.
Model ordinance developed

In 2001, the cities imposing a B&O tax began working on a model ordinance
that would be voluntarily used by all of them. The ordinance provided
common definitions, penalty and interest provisions, claim periods, refund
provisions and more.

Ordinance was well on its way to adoption by all cities when the Legislature

acted again.
Model ordinance adoption had a $1 million annual fiscal impact on Tacoma.
2003 model ordinance and apportionment bill (35.102)

Mandated the model ordinance; defined nexus; set out process for
amending model ordinance; gave AWC responsibility for model ordinance;
set tax reporting requirements; mandates use of state penalty, claim and

refund law.

Mandated apportionment of tax obligation. Previously, tax was due on all
business activity for a business located in a city; new law permits business
to apportion tax to the location where the business activity occurred; no
tax due if activity occurred in a location not imposing a B&O tax.

Impact of 2003 law on Tacoma was over $4 million annually.



Not addressed by legislature: AWB goal of state administration and collection

Issues: city loses control of its local tax; state retains revenue for
administrative purposes; legislature amends a local tax; potential for
significant negative fiscal impact; AWB argues current system is complex
and inefficient for business

Business licenses have been the subject of unsuccessful legislation

Proposals to limit licenses to only the city where a business is physically
located have been introduced several times but never advance

Argument is some do business in many cities and need to get a license for
each one; license fees and information requested vary greatly among cities
and is confusing

Cities vary in how they license. Some require regulatory licenses in addition
to general business license. Fairness issue if businesses in city must get a
license but competitors outside do not.

State also requires business licenses. Master License Program has been
active for several years and about a dozen cities voluntarily participate. A
business can obtain both its state and city general business license from
one application

Tacoma has explored the possibility of participating. State system does not
meet city requirements. Other issues: state retaining administrative costs

House Finance Chair has expressed interest in this issue for 2011, Cities
have been looking into the issue. It appears the best answer would be to
work to get the DOL the funds it needs to upgrade its license process.
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