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Introduction. This section explains the application of Seattle's business license tax to

Educational institutions, school districts, student organlzatlons}?rlv tg ”

schools and child care services. LD )

7~

educational institutions, school districts, student organizations, and private schools. It also gives
tax reporting information to persons operating nursery schools, preschools kindergartens and
day care.

Definitions. For the purposes of this section, the following definitions apply:

(@)

(b)

The term "tuition fees" includes fees for instruction, library, laboratory, and health
services. The term also includes special fees and amounts charged for room and board
when the property or service for which such charges are made is furnished exclusively to
the students or faculty of the institution.

"Educational institutions" means the following:

(i)

(ii)

(iii)

(iv)

(v)

(vi)

Institutions which are established, operated, and governed by this state or its
political subdivisions under Titles 28A (Common school provisions), 28B (Higher
education), or 28C (Vocational education) RCW.

Nonpublic schools, including parochial or independent schools or school districts,
carrying out a program for any, or all, of the grades one through twelve, which
have been approved by the Washington state board of education. (See also
chapter 180-90 WAC.)

Degree-granting institutions offering educational credentials, instruction, or
services prerequisite to or indicative of an academic or professional degree or
certificate beyond the secondary level, provided the institution is accredited by an
accrediting association recognized by the United States Secretary of Education
and offers to students an educational program of a general academic nature.
Degree-granting institutions should refer to chapter 28B.85 RCW for information
about the requirement for authorization by the Washington higher education
coordinating board.

Institutions which are not operated for profit, and which are privately endowed
under a deed of trust to offer instruction in trade, industry, and agriculture.

Programs that an educational institution co-sponsors with a nonprofit
organization, as defined by the Internal Revenue Code Sec. 501(c)(3), provided
that educational institution grants college credit for course work successfully
completed through the educational program.

Certain branch campuses of foreign degree-granting institutions provided, the
following requirements, among others, are satisfied:

®

(B)

The branch campus must be owned and operated directly by a foreign
degree-granting institution or indirectly through-a Washington profit or
nonprofit corporation in which the foreign degree-granting institution is
the sole or controlling shareholder or member;

Courses must be provided solely and exclusively to students enrolled in
a degree-granting program offered by the institution;
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{C) The branch campus must be approved by the Washington higher
education coordinating board to operate in this state; and

(D) The branch campus must be recognized to be exempt from income taxes
pursuant to 26 U.S.C. Sec. 501(c).

(vii).  "Educational institutions" does not include any entity defined as a "private
vocational school" under chapter 28C.10 RCW and/or any entity defined as a
"degree-granting private vocational school" under chapters 28C.10 and 28B.85
RCW (other than those described in (b)(iv) of this subsection).

"Private schools" means all schools and institutions which are excluded from the above
definition of "educational institutions." For example, an elementary school operated by a
church organization is a "private school" if the school is not approved by the Washington
state board of education.

Business license tax. Departments and educational institutions of the state of Washington are
not subject to the business license tax. Private schools, student organizations, and educational
institutions which are not departments or institutions of the State of Washington are subject to the
business license tax as follows:

(a)

(b)

Service and other business activities. The service business license B&O tax applies to
the following nonexclusive lists of activities or sources of income:

0] Tuition fees received by private schools. All educational institutions, as defined
above, may deduct amounts derived from tuition fees. (Refer to SMC 5.45.100

(B)).
(i) Rental of conference facilities to various organizations or groups.

(iii) Rental by private schools of dormitories or other student lodging facilities which
are not generally available to the public and where the student does not have an
absolute right of control and occupancy. (See Seattle Rule 5-530.) However,
educational institutions may deduct the income from charges for lodging made to
students. These amounts are defined by law as being tuition.

(iv) Amounts received by private schools for providing meals to students where the
meals are provided exclusively for students, teachers, staff, and their guests.
However, refer to the comments under retailing for the taxability of meals sold to
guests of students. Income from providing meals to students by educational
institutions is deductible.

(v) Amounts received from owners of coin operated vending machines or amusement
devices for allowing the placement of those machines on the premises of the
school.

Retailing. The retailing business license tax applies to the following activities or sources
of income, including but not limited to:

(i Sales of tangible personal property or services classified as retail sales. This
includes sales of books and supplies to students where these materials are not |
supplied as part of the tuition charge.

(i) Charges for making copies of public records or documents, such as transcripts.
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(iii) Sales of meals to guests of students.

(iv) Sales of meals or prepared foods in facilities which are generally open to the
public, including those sold to students. (See also Seattle Rule 404.)

Deductions and exemptions for child care services.

()

(b)

(c)

Day care provided by churches. Gross receipts derived from day care services for the
care of children of any age for periods of less than twenty-four (24) hours provided by a
church exempt from property tax pursuant to RCW 84.36.020, are exempt from the City’s
business license tax. (SMC 5.45.090 (B)).

Day care activities. Gross receipts derived from day care activities for periods of less
than twenty-four (24) hours by any organization which is exempt from taxation pursuant
to Section 501 (c)(3) of the Internal Revenue Code may be deducted from the measure of
the tax. However, amounts derived from selling, altering, or repairing tangible personal
property are not deductible. (SMC 5.45.100 (E)).

Privately operated kindergarten. Any fees, dues, or charges made from the operation of
privately operated kindergartens may be deducted from the measure of the tax. (SMC
5.45.100 (B)(7)).

Examples. The following examples identify a number of facts and then state a conclusion.
These examples should be used only as a general guide. The tax results of other situations must
be determined after a review of all of the facts and circumstances.

(@)

(b)

()

MN University is an educational institution created by the state of Washington. MN
University operates a bookstore at which it sells textbooks, school supplies, and apparel to
students and non-students. As an institution of the state of Washington, MN University is
exempt from the business license tax with respect to all sales, irrespective that sales are
made to non-students.

DMG College is a degree-granting institution approved by an accrediting association
recognized by the United States Secretary of Education. DMG College is an educational
institution operated by a church. DMG makes charges to its students for tuition, meals, and
lodging. Its bookstore makes sales of books to students that are not part of the tuition and
fees. It also receives income for occasionally providing lodging and meals to guests of its
students during the year. DMG also rents its conference and dormitory facilities to various
groups during the summer, providing cafeteria services when needed. The income from
tuition, meals, and lodging received from the students is exempt of business license tax
because this entity comes within the definition of an educational institution. The bookstore
sales to students and others are reported under the retailing classification. DMG must
report the retailing business license tax upon the gross proceeds derived from the sales of
meals and prepared foods to the conference attendees and guests. The income derived
from the rental of the conference and dormitory facilities to various groups and student
guests is subject to the service business license tax. The college is not considered as
holding itself out for the sale of lodging to the general public which would classify it as a
hotel and subject to the retailing business tax.

JB College is an educational institution which is not a department or institution of the state
of Washington. JB College has converted five housing units from student use for use by
non-students. Guests of the administration use these units for stays of two or three days,
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and are charged a specific amount per night. The college provides linen, towels, etc., to
the users. These units are always rented for periods under thirty days. JB College must
report this rental income under the retailing business license tax. This income is not
derived from the occasional rental of student lodging facilities, but is derived from the rental
of accommodations specifically maintained for public use.

(d) Jane Doe operates a private kindergarten, providing care and elementary education for
children. She also provides after hours childcare. Jane Doe may claim a deduction for the
income received for the private kindergarten, however, the after hours childcare or daycare
would be taxable under the service and other business activities classification. Non-profit
501(c)(3) organizations, who provide day care or after hour child care, are allowed a
deduction for revenue received from these services.

Effective: July 15, 2005



THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-600

DIRECTOR’'S CERTIFICATION

| Kenneth J. Nakatsu, Director of the D-epartment of Executive Administration of the City of Seattle, do
hereby certify under penalty of perjury of law, that the within and foregoing is a true and correct copy as
adopted by the City of Seattle, Department of Executive Administration.

DATED this /5% day of July, 2005.

CITY OF SEATTLE,
a Washington municipality

Kenneth J. Nakétsu, Director
Department of Executive Administration







STATE OF WASHINGTON - KING COUNTY

--88.

183390 No.
CITY OF SEATTLE:Revenue & '
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
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was published on

3/21/2005
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State of Washington, King County

NOTICE OF PROPOSED RULE
MAKING HEARING AND °
OPPORTUNITY TO COMMENT |

‘The Director of Finance, acting under
the authority of Seattle Municipal Code
Chapters 8.02 and 5.56, proposes to qdo?g
new rules for implementing the BSeattle

"“Biisiness_and Occupation Tax Ordinance:
(Seattle, Municipal Code; Chapter.. 5.46).
Please note that although these rules are
applicable to. SMC 5.45, the individual rules
miy algo apply {o other.chapters of the City's
Tax Code, including, but not limited to,
SMC 6.30 (Definitiona), SMC 5.32 (Revenue
Code), SMC 5.40 (Admissions Tax), SMC
5.48 (Busineas Tax :- Utilities) and BMC 6.562
(Gambling Tax). The following rules are pro-
posed for adoption and will become effective
as of April 30, 2006: -

. Seaitle Rule 5-606.;- .":[‘a; Returna --

- Filingand Payment i

Seattle k\,xlg 5'007 . Pgnnltiéh B
Seattle Rule 5-031 - Measure of Tax --
Retailers and Wholesalera® *»' ~
" Seattle Rule 5-032 ‘-‘-"Menau\rq of Tax --
- Bervice and other business activities .

. Beattle Rule 5-035 reighi:gnji'

> Delivery Charges ' e R

i Beattle Riilé 5-040 ---Corporations,

. Massachusetts trizatg, . 10 7w 7

. Seattle Riile §.043 Engaging in
Businees o : S

“‘Besttle Rifle 5:084 -+ Ret_ni"né‘c‘i?éé-odba, :
allowances, cash @i_isqounltg o )

* ‘Seattle Rule 6:100 -- Extracting natural

" products Lo

e

“ Beattlé Rile

- industrial:use - B
‘Seatile Rule 5:127 - Bales to and by the

* Btate of Washington, counties, cities; .

-- school districts; and municipal subdivi-
Cpion :

omméréial or

’Beattle Rule 55130 - Belling price --°
. Advertised prices including sales tax

‘. Besttle ! | ing; selling
7 price, delle s tax -
- ;»* Beaitle Rule 5-182
LA menw -7

Leased depart-

Page 2 of affidavit

Sea.ttl,e.R:ule 6-138 -- Warranties and

maintenance agreements -

" Seattie Ruile 5-702 :- Coin operated
-vending machinee, amusement devices
and service machines -

.. 8eattle Rule 5-404 -- S;iléa of meéla ‘

.. Beattle Rule 5-405 -- Reataurants, cock-
: | teilbara, taverns and similar business-
eg . Lo ;
Seattle Rule 6-481 -- Motor carriers =
o Trueking.. @ o . L e
Beattle Riile 5:528 - Bale of preciona
_~ metalbillion afid monetized bullion” -
77" Beatile Rule 5-530 - -Bale or rental of
real estate, license to use resl estate
* Beattle Rule 5-531 +; Sales of real prop-
+ erty,standing:timber, minerals, natural
. YesouUrces . .-\ it R

Seattlé Rule 5-532 - Real e

eattle. e brokers
and salesman . o
.- "Beattie Rule 5-600'- Educational inatis
tutions, school districts, student organi-

zations, and private achools , . .-

* Seattle Rule 5-700. - Amusement,
Recreation, and .P.h)f'sigpl Fitneas

Bervicea s . .. . -
Beattle Rule 5-720 -- Hotela; fhotels,
- ‘boarding houses, roéming houges,
. resorts, summer camps, traile) ¢amps,

... Beattle Rule 5-807 -- Outdoor advertis-
ingand advertising display services .
UBLIC HEARING AND COMMENT:
at f Exécutive Adminiatra.
0 b led & publi¢ hedring on the
propbaed rule changes for 1:00 p.m. to 3:00
p.m., on Monday, April 4, 2005. The hearing
will bé held in a conference. room.on the 40th
floor of the Seattle Municipa). Tower, Suite
4096, located at 700 5th Avenie, All interest-
ed pereons are-invitéd to present data, views,
or arguments, with regard to the proposed
rules, orally at the hearing, orin writing at
or before the hearing. -7~ * Pt
Written commenta’ slioitld be mailed or
deliveredto: . - ...
Department of Executive Adminis-
tration, Attn.: Mel McDonald,
Director, Revenue and Consumer
Affairs, 700 5th Avenue — Suite 4250,
. Beattle, Washington 88104-5020,
“The public may inspect copiea of the pro-
posed rules at the Revenue and Consumer
Affairs offices, 700 5th Avenue, Suite 4200.
If you would like e.copy of the I«Pm sed rilea,
pleage call (206) 684-8300, A{?ZOG) 684- -
5170, email ‘reabizlictx@¢i.seattle.wa:ns;
olr):ubmit a writtén request to the address
above, R PR

. Dated: March 21, 2005, :
DWIGHT D. DIVELY, o
Director, Department of Finance,

. Date of publication in the Seattle-Daily

Journal of Commerce, March 21, 2005.

/21(183890)




