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Introduction. Advertising agencies are primarily engaged in the business of rendering
professional services, but may also make sales of tangible personal property to their clients or
others or make purchases of such articles as agents on behalf of their clients. (See SMC
5.45.040 (C) - Agency). Articles acquired or produced by advertising agencies may be for their
own use in connection with the rendition of an advertising service or may be for resale as
tangible personal property to their clients.

Business License Tax.

(a)

(b)

(c)

Service and other business activities. The gross income received for advertising
services, including commissions or discounts received for articles purchased as agents
on behalf of clients, is taxable under the service and other business activities
classification. (See Seattle Rule 5-150 for commissions or discounts allowed by
printers.) Included in this classification are amounts attributable to sales of tangible

personal property, unless charges for such articles are separately stated in billings
rendered to clients.

Retailing and wholesaling. The retailing or wholesaling classification applies to articles
of tangible personal property sold to persons for whom no advertising service is
rendered. In the event that both advertising services and tangible personal property are
provided to a client, the revenue from the sale of tangible personal property is taxable
under this classification only if it is separately stated from the charges for advertising
services in billing statements rendered to such clients.

Manufacturing. The manufacturing classification applies to articles manufactured for
sale or commercial or industrial use (see Seattle Rule 5-112), and also to interstate
sales of manufactured articles if stated separately from charges for advertising services
in billings rendered to clients.

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 status of each situation must
be determined after a review of the facts and circumstances.

(a)

(b)

ABC advertising provides advertising services to client B. As part of their services, ABC
provides consultation, graphic design, and they procure advertising space in a
publication on behalf of client B for which they earn a commission. ABC should report
its gross income received for the consultation and graphic design services performed
under the service and other classification. ABC should also report the commissions

earned from purchasing advertising under the service and other business activities
classification.

Company ABC above, also provides advertising services to client C. In addition to
providing consulting and design services, ABC purchases printed material and other
articles of tangible personal property, and resells them to client C. Company ABC does
not separate charges for consulting and design services from the sales of tangible
goods in their billing statements to client C. Because ABC did not segregate the
charges for the resale of tangible personal property in their billing statements to client
C, the purchase of the tangible personal property will be considered purchases for
consumption by ABC during the course of performing its advertising services, and the
total amount billed to client C is subject to tax under the service and other business
activities classification.
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(c) Company XYZ provides advertising services to their client A, located outside
Washington State. As part of their advertising services, XYZ constructs billboards,
utilizing their own materials, for client A. XYZ also performs graphic design and other
consultation services on behalf of client A. XYZ segregates the billboard charge from
the other advertising services they performed when billing client A. XYZ should report
their gross income from graphic design and consulting under the service and other
classification. The company should report their gross income for the construction and
sale of billboards under the manufacturing and retailing classifications, and claim an
interstate deduction against the retailing classification. Alternatively, if the client was
located in Washington State, XYZ would report the gross receipts for the construction
and sale of the billboards under the manufacturing and retailing classifications, and
claim the MATC credit against the selling activity under the retailing classification.

(d) Company X provides advertising services to their client Z. X purchases as a principal
and not as an agent for client Z, advertising space from a publisher and resells it to
client Z. X is primarily responsible for payment to the publisher for the costs of the
advertising space. X does not earn a commission for procuring the advertising space
as client Z's agent, but rather realizes a profit from this business activity by marking up
the cost of the advertising space to client Z. The gross receipts from the resale of this
advertising space to client Z are reportable under the service and other business
activities classification. In this example, X is not acting as an agent when procuring
advertising space for client Z. X is purchasing and reselling the advertising space.
Therefore, X does not meet the requirements of an agent pursuant to SMC 5.45.040

(©).

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 172 day of July, 2005.

CITY OF SEATTLE,
a Washington municipality

N o A/

Kenneth J. Nakatéu, Director
Department of Executive Administration
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STATE OF WASHINGTON - KING COUNTY

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
o 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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State of Washmgton, King County
1ty of: Seattle S

NOTICE OF PROPOSED RULE
MAEKING HEARING AND
OPPORTUNITY TO COMMENT |

The Director of Fmance. acting under
the authority of Seattle Municipal Code
Chapters 3.02 and 5.56, proposes to adopt
new rules for lmplementmg the Beattle

' ‘Biisiness_and Occupation Tax Ordinance-
(Seattle, Municipal Code; Chapter.. 5.45).
Please note that although thege rules are
applicable to. SMC 5.45, the individua) rules
may also apply to other. chnptere of the City's
Tax Code, including, but not limited to,
SMC 5.30 (Definitions), SMC §.32 (Revenua
Code), SMC 5.40 .(Admiesions Tax), S
6.48 (Business Tax ;- Utilities) and SMC 5 52
(Gambling Tax). The following rules are pro-
posed for adoption and will become effective
as of April 30, 2005

. Beatile Rule 5 006 - Tnx Returna --
' "Filing nnd Payment ,

Seattle Rule B- 007 - Pénalhes o

Seattle Rule 5 031 . Mensure anx .
Retailers and Wholesalers- =
" Beattle Rule 5-032 - Measure ofTax .-

. Bervice and other business actlvmes

. Beattle Rule 5-035 F;exght:qp;i'
. Delivery Charges ‘ "

. Beattle Rulé 6~ 040 --
Massachueetta trusts. ..;;

. Seattle Riile §- 043‘
Busmessu S
“Beattle Rile 5+ 063 - Beturned gooda,
allowances, cash dlucounts ‘
Senule Rule B 100 - Extractmg natural.v
products

“'Beattle
- industrialuse

SennleRule 5127 -, Snlea 16+ andh_y the
" State of Wnahmgton counties, cities;
- school districts; nndmumclpnl subdivi-

siond

+#-Beattle-Rule 5:130 :- Belling price .= *
Adveruaed pnceu mclu 'ng aales tax

Engaglng in

= - Seal ile 51
i p:u:e, sellers’ tax m

=+ Beattle Rule 5- 132 <
ments " 7

Leased depart-

~ Page 2 of affidavit

Seattle.Rule 5-133
mmntenance agree

" Beattie Rule 5-702 - th upemted
- vending machines; amusement devmea
and service machines e s

- Seattle Rule 6-404 -- Salea of menla

. Seattle Rule 5-405 -- Restaurantm eock-
s tail bars. taverna and similar buameaa-
es . -l -
Seattle Rule 5- 481 - Motor carners -
-- Trucking .. .

Beattle Riile 5:523 .- Snles of remous
: mezalbulhon nnd monetized b mn

“Beatilé Ritle 5- 530 <. Bale or rentil of
real estate, license to use real estate

Beattle Rule 5. -531 :. Bales of real prop-
erty,standing: mber, ml ernla( xmtural
_. resources -

Seattlé Rule'5-532 :. R.eal est
and anleaman

s ‘ ':Senttle Rule 5-600.-- Educmonal msh-
tutions, echool districts, student orgam-
zatlona. and private achoola AN

. Seattle .Rule 5-700, -~ Amuaemem
Recteatwn, nnd Phyancal aneu
- Berviceg . .

Beattle Rule 5 720 -- Hotels thotels,
- boarding houses; roomin houaes,
; rfsorts summer campu. mu e campa,
e :

-- Warranties and
ents

-+ Conii neen,
ees, inctora, agents, nnd Aunhoneeta

.. Beittle Rule 5-807 ‘d  advertis:
. mg.nnd ndveruamg diaplay & Bervices .

C HEARING AND COMMENT
'l‘he Derpartment. of Executive Administra.
tion ha's schediled & pubhc hedring on the
propdsed rule changes for 1:00 p.m. to 3:00
p. m., on Monday, April 4, 2005. The bearing
willbé held in a conierex)ee room.on the 40th
floor of the Senttle "Municipal Tower, Suite
4086, Jocated at 700 5th Avenue. All interest-
edperaona areinvitedto present data, views,
or argumentd, with regard to the proposed
rulés, orally at the heanng, orin wntmg at
or before the hearmg

Written commenta ahould be maxled or
dellvered to: .

. Depnrtment of Executive Admjnh-
tration, Attn.: Mel McDonald,
Dlrector, Reévemie and Consumer
Affrirs, 700 5th Avenue - Suite 4260,
. Seattle, thhington 98104-5020.

“The public- may mapect copies of the ) pro-
posed rulee at the Revenue and Consumer
Affaire offices, 700 6th Avenue, Suite 4200,
If you would like a.copy of the FF sed rilea,
please call (206) 684-8300, A}S’?ZOB) 684- .

70, email ‘rca) bullctx@ci seattle.wa:us;
o{):ubmn. a wrm.en requ.est to t.he addreas
above,

Dated March 21 2005
DWIGH.'TD DIVELY

Director, Depanmem of Fmance
Date of publication in the Seattle ‘Daily

Joumal of Commarce March 2
8/21 {1 88390[




