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Contract of sale subject to cancellation or revision. When a contract of sale is (1) sabjectto ?
cancellation at the option of one of the parties, (2) subject to revision in the event the goods sold
are defective, or (3) subject to cash or trade discounts, the gross proceeds of sales shallbe

determined by the transaction as finally completed.

Returned goods. When the purchaser returns goods purchased and the entire selling price is
refunded or credited to the purchaser, the seller may deduct an amount.equal to the original
selling price from the seller’s gross proceeds of sales used in computing that period’s tax liability.
If the goods purchased are not returned within the guaranty period as established by contract or
by customs of the trade, or if the full selling price is not refunded or credited to the purchaser, it
shall be determined that the goods returned represent an exchange or a repurchase by the
vendor.

To illustrate: S sells an article for $60.00 and credits his sales account therewith. The
purchaser returns the article purchased within the guaranty period and the full amount of the
purchase price is refunded or credited to the purchaser. S may deduct $60.00 from the gross
amount reported on his tax return covering the period of the returned merchandise.

If the amount of returned goods in a particular reporting period exceeds the gross income for
such period, the excess of the amount of the returned goods deducted during such period may be
deducted from the gross income of subsequent tax reporting period(s).

Defective goods. When bona fide refunds, credits or allowances are given within the guaranty
period by a seller to a purchaser because of defects in the goods sold, the amount of such
refunds, credits or allowances, exclusive of sales tax refunded or credited, may be deducted by
the seller in computing tax liability.

To illustrate: S sells an article to B for $60.00 and credits his sales account therewith. The
article is later found to be defective.

(a) S gives B credit of $50.00 on account of the defect, and also a credit of sales tax
collectible on that amount. S may deduct $50.00 from the gross amount reported in his
tax returns. This is true whether or not B retains the defective article.

(b) B returns the article to S who gives B an allowance of $50.00 on a second article of the
same kind which B purchases for an additional payment of $10.00, plus sales tax on the
$10. S may deduct $50.00 from the gross amount reported in his tax returns. The sale
of the second article, however, must be reported for tax purposes as a $60.00 sale and
included in the gross amount in his tax return.

(c) B returns the article to S who replaces it with a new article of the same kind free of
charge, and without sales tax. S may deduct $60.00 from the gross amount reported in
his tax returns, but the $60.00 selling price of the substituted article must be reported in
the gross amount.

No deduction is allowed from the gross amount reported for tax if S in (b) and (c) of this
subsection, does not credit his sales account with the selling price of the new article
furnished to replace the defective one, but instead merely credits the sales account with
an amount equal to the additional payment received, if any. In'such case, the allowance
for the defect is already shown in the sales account by the reduced sales price of the new
article.
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Discounts. If the original selling price of a service or good reported on a previous tax return
includes the amount of bona fide discounts which are subsequently taken by the buyer, the
amount of such discount may be deducted from gross proceeds of sales in the subsequent
period. (SMC 5.45.100 (K)).

(a) Discount deductions will only be allowed under the extracting or manufacturing
classifications when the selling price determines the amount subject to tax. When the value
of products under the extracting or manufacturing classification is determined by costs or
some other non-sales method, no discount deduction is allowed.

(b) Patronage dividénds which are granted in the form of discounts in the selling price of
specific articles (for example, a rebate of one cent per gailon on purchases of gasoline)
are deductible.

Effective: July 15, 2005
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DIRECTOR’S CERTIFICATION

| Kenneth J. Nakatsu, Director of the Department 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 /573 day of July, 2005.

CITY OF SEATTLE,
a Washington municipality

o S

Kenneth J. Nakafsu, Director
Department of Executive Administration
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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
CT:RULE MAKING HEARING

was published on

3/21/2005
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Notary pyblic for the State of Washington, V '
residing in Seattle
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State of Washington, King County

_City of Seattle

NOTICE OF PROPOSED RULE
MAKING HEARING AND
OPPORTUNITY TO COMMENT _

The Director of Finance, acting under
the authority of Beattle Municipal Code
Chaptere 8.02 and 5.55, proposes to qdoyi)y.
new rules for implementing the Beattle

" “‘Biisiness_nnd Occupation Tax Ordinance:
(Seattle, Municipal Code, Chapter.5.45).
Please note that although these rules are
applicable to SMC 5.45, the individual rules
may also apply to other-chapters of the City's
Tax Code, including, but not limited to,
SMC 5.30 (Definitiong), SMC 5.32 (Revenue
Code), SMC 5.40 -(Admissions Tax), SMC
5.48 (Business Tax - Utilities) and SMC 6.52

- (Gambling Tax). The following rules are pro-
posed for adoption and will become effective
as of April 30, 2005: - .

. Beaitle Rule 5-006 -- Tax Returna --

- 'Filing m;;i .Payme_‘np e bl
Seattle ‘f{ufe_g%()q7 - Pgnnlties B
Seattle Rule 5.031 -- Measure of Tax --
Reteilera and Wholeaalera® "

" Beattle Rule 5-032 - '.Meaa\ire' of Tax --

- Bervice and other business activities .

Seattle Rule 5-035 .E.relighi:‘q,n:d'

* Delivery Charges '’ K

. Beattle Riilé 5-040 -+ Corporations,
Mqasaqhna_‘ett’guu‘a;q mE :“1: .

. Beattle Riile 8-043... Engaging in

_ Business . Lo T

“‘Bedttie Hifle 5:088 - Re?.ﬁiné&i':g'@;)ds,
allowgn_cea, cash gljncpun".g o )
* 'Beattle Rulg 5:100 - Extracting natural -

. products )
“Beitid Rule 6
- industrial:use SRR

“Seattle Rule: 5:127 - Balea to-and by the
" State of Washington, counties, cities; .
- school districts; and municipal subdivi-

" Begttle Rile 5:130 Belling price
. Advertised prices including aales tax

Ces . -
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Seattl_eliule 5-133 -- Warranties and
maintenange agreements 7 .
" Beattle Ruile 5:702 :- Coin operated
-vending machines; amusement devices
and service machines ... - )
-.. Beattle Rule 5-404 -- Sales of meale
. Seattle Rule 5-405 -- Restaurants, cock-
tail bars, taverns and similar businees-

~

Séattlp Rule, 5-481 -- Motor cai‘-riera o

-~ Trucking.,. ' ) ) -

’ Seattle Riilé 5523 - Sales of preciona
" metal bullion and monetized bullion
"“Beatile Ruls 5-530=--Bale or rental of

real estate, license to use red) estate

Seattle Rule 6-531 < Sales of real prop-
erty, standing:timber, minerals, natural
.. Tesources . . ; K

Sentt]éﬁu]e'ﬁlﬁéz Reale tate brokera

and salesman - .

. "Benitle Rile 5-600 - Edusational instis
tutions, gchool districts, student organi-
ations, and private achools, . .~

- Beattle Rule 5-700. -~ Amusement,
Recreation, and Phyaical Fitness
Bervicea s o L T F 00T
Seattle Rule. 5.720 -- Hotels; thotels,

-+ boarding houses, roémin houges,

. resorts, summer camps, trailer, camps,
etes WO e e Ty e

i

le B > Condighees,
JIattore; agents, and auctioneers
Rule 6-806 -~ Advertising agen-
el BIEARTPRRE SR
;» Beattle Rule 5-807 -: Outdoor advertia:
ing and advertising display services .
PUBLIC HEARING AND COMMENT:
The Department of Executive Administra-
tion ha's scheduled & public hearing on the
propoaed rule changes for 1:00 p.m. to 3:00
Pp.m., on Monday, April 4, 2005. The hearing
will bé held in a conference room.on the 40th
fldor of the Seattle Municipal Tower, Stite
4096, located at 700 6th Avenue. All interest-
ed persone are inVitéd to present data, views,
or arghimentd, with regard to the proposed
rules, orally at the hearing, or in writing at
or before the hearing. """ ¢ e
Written comments’ sioild be mailed or
delivered to: -, - ..o L
Department of Executive Adminis-
tration, Attn.: Mel McDonald,
Director, Revenhue and Consumer
Affairs, 700 5th Avenue - Suite 4250,
Seattle, Washington §8104-5020.
“The publi¢-may inepéct copies of the pro-
posed rules at the Revenue and Consumer
Affairs offices, 700 5th Avenue, Suite 4200,
If you would like a.copy of the proposed riiles,
pleage call (206) 684-8300, A_)F()206) 684.
5170, email ‘reabizlietx@elseattle.wa:us;
of,:ubm"' & writtén request to the address
above. - Lo e ;T

Senulg

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

- Date of publication in the Seattle Daily

Journal of Commerce, March 21, 2005

8/21(183390)




