Finance Department
Tax Office
Stakeholder Meeting
October 30t 2012

Tax Portal Update and Square Footage Tax Discussion




This Morning’s Agenda

» Multi-City Tax Portal Project Update
» Square Footage Tax Exemption Discussion

Objective: Inform and discuss efforts for
simplification.




Tax Policy & Administration Guiding
Principles

» To maintain a taxpayer friendly environment
that is sensitive to the needs of our resident
businesses and competitive in the local
market;

» To simplify compliance with Bellevue’s tax
code and minimize costs associated with tax
administration; and

» To gain consistency with other taxing
jurisdictions where possible.
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Local Business and Occupation

Tax Streamlining
A Multi-City Tax Portal for Business

.



A Better Way

One-stop online portal




Goals

v

Make license and tax filing easier

v

Improve customer service

Share common data

v

Reduce administrative costs

>




Progress So Far...

» Developed system/business requirements

» Conducted online focus group session with
business community

» Developing governance structure

2012 2013 2014

Define Engage other B&O :
o : : Design and Rollout of
governance cities and local Planning Requirements :
: Build Portal
framework businesses
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Business Requirements

Enter information once
Apply for business license
Pay taxes

Update information




How The Portal Works

City Tax and License

Customer Multi-City Portal
Systems

& Bellevue
-
U
Web
Bellingham
) Portal Accounts — Content —
. Mobile Roles & Permissions Management | ]
| | i Everett
N Multi-City Portal —
E.| Customer Service
= Functions Middleware
FAX Seattle
Knowledge Business Processes — i
Rules & Workflow
Electronic Mail Tacoma
EE < Collaboration > i
= -
= -
Subject-Matter Experts Other
Telephone Telephone Data (] Cities
Web Chat Store
@ Web Co-browsing Department
) Peer-to-Peer Community Support P
Social - of Revenue
Networks U

ace-to-Face




Potential Portal Splash Page

Google

WashingtonCities

BUSINESS CONNECTION
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2012 Work Plan and Current Status

November December

Portal Requirements Project Portal RFP and Selection

Portal
Implementation
Portal Governance Project with
Governance
Communications re: Pro_ Structure
communication channel
cities continues.

ciites to revie

license and ta
requirements

Milestones for Nov./Dec.:

« RFP development and publication
« Governance building

« Communications

* Implementation planning




Ready to Serve

Planned completion early 2014

Questions?




Square Footage Tax
The Problem

The Problem: Compliance with the Square
Footage Tax is difficult.

The Objective of These Efforts: To make
compliance with the tax easier for taxpayers.




General Tax Overview

Two Components to the Bellevue Business and
Occupations Tax:

1. Gross Receipts Tax
2. Square Footage Tax




Business with Location & Sales in
Bellevue

» Gross Receipts = $1M
» SF = 1000 SF (No Warehouse)
» All Sales reported to Bellevue

» Gross Receipts Tax Due= $1,496
» Square Footage Tax Due = $0




Business with Location in Bellevue
and All Sales outside of Bellevue

» Gross Receipts = $1M

» SF = 1000 SF (No Warehouse)

» 0% Sales reported to Bellevue

» 100% Sales reported to other Cities

» Gross Receipts Tax Due= $0
» Square Footage Tax Due =$928




Business with Location in Bellevue
and Sales in Bellevue and Seattle

» Gross Receipts = $1M

» SF = 1000 SF (No Warehouse)
» 50% Sales reported to Bellevue

» 50% Sales reported to Seattle

» Gross Receipts Tax Due= $748
» Square Footage Tax Due =$%$464




Square Footage Tax
Bellevue City Code 4.09.050(A)

All Bellevue square footage is subject to tax,
unless it is used for:

1. Retail selling area
2. Warehouse

3. Company gym

4. Company cafeteria




The Exemption
Bellevue City Code 4.09.050(1)

Space used for activities that are
subject to the gross receipts tax are
exempt.




The Calculation

Bellevue Square Footage
<Spaces Used for Specific Uses>

Net Rentable Area
<Exempt>

Net Taxable Area




The Calculation

Exemption

(Adj. Gross Receipts/Gross Receipts)
X

Taxable Sq. Ft. Used for Activities Subject to
the Gross Receipts Tax

Exempt Space




The Problem, The Objective

The Problem: Compliance with the tax is
difficult, due to the complexity of the
exemption calculation.

The Objective of these efforts: To simplify the
exemption calculation.




The Pro pOS&', changes to the exemption

calculation

Draft changes to the Square Footage Tax
exemption calculation that would:

» Separate the calculation into only two distinct
parts;
» Simplify the classification of space; and

» Simplify the calculation of adjusted gross
receipts.




Change No. 1

Streamline the calculation into two parts (from
four)

1. Net Rentable Area
2. Exemption

m Simplified?




Change No. 2

Simplify the classification of space

From: Performs and Supports

7o.: Revenue Generating and Non-Revenue
Generating

B Simplified?




Change No. 3

Update and simplify the calculation of
adjusted gross receipts

From. ldentification of receipts from retailing
and wholesaling of goods delivered outside of
Bellevue and not taxable under another gross
receipts tax classification.

7o: Transferring the value of the deduction
taken.

B Simplified?




Feedback

.



Next Steps

1. Draft proposed changes (form, code, or
both),

2. Circulate a draft to stakeholders,
3. Report to City Council on November 19th,




