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The City of Seattle

Ordinance

Council Bill
An ordinance relating to domestic worker labor standards in Seattle; amending Sections 14.23.010,

14.23.020, and 14.23.095 of the Seattle Municipal Code, and adding new Sections 14.23.025,
14.23.127, and 14.23.128 to the Seattle Municipal Code, to: establish written agreement
requirement; establish protections for entitled paid and unpaid leave, including retaliation
protection for taking permissible time off; require hiring entities to create and retain records;
add advance notice of termination requirement; update remedies provisions; and conform to
certain changes in state law and with City labor standards.

Recitals:

The Domestic Worker Standards Board provided its initial set of recommendations to City Council in 2021, which included
mandating written contracts and providing portable paid time off benefits to domestic workers.

In response to the Board’s recommendation, the City Council passed Resolution 32028, requesting that the Office of
Labor Standards work with community stakeholders to develop policies to provide portable paid time off.

The Office of Labor Standards publicized its “Paid Time Off for Domestic Workers” report in October 2025, with policy
recommendations based on community research.

The Domestic Workers Standards Board voted on an initial set of proposed amendments to the Domestic Workers
Ordinance (Chapter 14.23 of the Seattle Municipal Code) to integrate previous recommendations and based on
findings from the Paid Time Off for Domestic Workers report.

The Washington State Legislature passed Substitute House Bill 2355, establishing labor protections for domestic
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workers, such as a right to written agreement, advance notice of termination, and a right to be paid the state
minimum wage. The bill was signed by Governor Ferguson on March 9, 2026 and enacted as Chapter 15, Laws
of 2026.

The Office of Labor Standards aims to have consistent domestic worker protections for Seattle workers that may currently
have additional benefits at the state level. Therefore,

Be it ordained by The City of Seattle as follows:
Section 1. Section 14.23.010 of the Seattle Municipal Code, enacted by Ordinance 125627, is amended as

follows:

14.23.010 Definitions

For purposes of this Chapter 14.23:

"Adverse action" means reducing compensation; garnishing tips or gratuities; temporarily or permanently denying

or limiting access to work; incentives; or bonuses:; offering less desirable work; terminating; deactivating; threatening;

penalizing; retaliating; interfering with future work opportunities; engaging in unfair immigration-related practices,

including but not limited to threatening to take or taking action based upon the immigration status of a domestic worker or

a domestic worker’s family member; filing a false report with a government agency; or otherwise discriminating against

any person for any reason prohibited by Section 14.23.070. "Adverse action" for a domestic worker may involve any

aspect of the domestic worker’s work, including compensation, work hours, responsibilities, or other material change in

the terms and conditions of the written agreement or in the ability of the domestic worker to perform services for or

through the hiring entity. "Adverse action" also includes any action by the hiring entity or a person acting on the hiring

entity's behalf that would dissuade a reasonable person from exercising any right afforded by this

Chapter 14.23.

Section 2. Section 14.23.020 of the Seattle Municipal Code, enacted by Ordinance 125627, is
amended as follows:

14.23.020 Domestic worker labor standards

C. Worker documents. A hiring entity shall not keep any domestic worker’s original documents
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or other personal effects, including but not limited to any legal documents, forms of identification,

passports, or immigration documents.

1. A hiring entity shall provide its domestic workers all paid and unpaid leave to which

they are entitled, including:

a. Leave specified in the written agreement described in Section 14.23.025; and

b. Leave required by law, including but not limited to Chapter 8.39 or Chapter

2. A hiring entity shall not interfere with, restrain, deny, or attempt to deny a domestic

worker’s use of any paid or unpaid leave to which the worker is entitled, and a hiring entity shall not

take adverse action against a domestic worker because the worker has exercised the worker’s right

to take leave.

E. Hiring entity records

1. A hiring entity shall create and maintain records that document compliance with this

Chapter 14.23 for each domestic worker, including but not limited to any applicable written

agreement, hours worked, rate of pay, and, if applicable, the leave time earned and used. If a

complaint is filed with the Agency, the hiring entity shall make the records required in this subsection

14.23.020.E.1 accessible to the Agency.
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2. A hiring entity shall retain the records required by subsection 14.23.020.E.1 for a

period of three years.

3. If a hiring entity fails to retain adequate records required under this subsection

14.23.020.E, there shall be a presumption, rebuttable by clear and convincing evidence, that the

hiring entity violated this Chapter 14.23 for the periods and for each domestic worker for whom

records were not retained.

F. Notification of termination

1. Except as provided in subsection 14.23.020.F.2, a hiring entity shall provide a

minimum two-week written notification period before termination of the domestic worker's position or

services. For a live-in domestic worker, the hiring entity shall provide a minimum four-week written

notification period before termination of the domestic worker's position or services.

2. The notification requirements in subsection 14.23.020.F.1 do not apply if:

a. The termination occurs during an agreed-upon probationary period;

b. The termination is based on a good faith belief that the domestic worker

engaged in misconduct, as defined in Director’s rules:

c. The termination is caused by circumstances outside of the hiring entity's

control, including death;

d. The hiring entity and domestic worker agree that the applicable care needs

have significantly changed and cannot be addressed by the current position or services; or

e. The domestic worker becomes unable to fulfill the requirements of the position

or services as provided in the written agreement.

3. If a hiring entity does not provide the notification required under this subsection

14.23.020.F, the hiring entity shall provide the domestic worker with pay in the amount of the worker's

standard rate of pay multiplied by the reqular number of hours worked over the period of time during

SEATTLE CITY COUNCIL Page 4 of 13 Printed on 8/19/2026
powered by Legistar™ 45


http://www.legistar.com/

File #: CB 121266, Version: 1

which the required notification was not provided. For purposes of this subsection 14.23.020.F,

"standard rate of pay" means the agreed-upon rate of pay between the hiring entity and domestic

worker, as reflected in the written agreement.

Section 3. A new Section 14.23.025 is added to the Seattle Municipal Code as follows:
14.23.025 Written agreements

A. Prior to a domestic worker beginning work for a hiring entity, the hiring entity shall provide
the domestic worker with a written agreement that provides itemized information on the proposed
terms and conditions of work, that both the hiring entity and domestic worker accept, as defined in
Director’s rules. The written agreement shall include but is not limited to:

1. The effective date;

2. The name of the domestic worker;

3. The name of the hiring entity;

4. Contact information for the hiring entity, including but not limited to physical address,
mailing address, telephone number, and/or email address as applicable;

5. A description of work, including location(s) of work, hours of work, and the work
cancellation policy, such as the acceptable notification period and any cancellation payment owed to
the domestic worker;

6. Information about pay, including:

a. Rate or rates of pay;

b. Pay basis (e.g., hour, day, week, monthly, fee per project, piece rate,
commission);

c. Deductions, fees, or other charges that the hiring entity may subtract from
payment and accompanying policies for each type of charge, if applicable;

d. Payment schedule as defined in Director’s rules; and
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e. If applicable, pay raise amount and schedule of raise.
7. Whether the hiring entity considers the domestic worker to be an independent
contractor or employee;
8. Typical expenses incurred in the course of work and which expenses will be paid or
reimbursed by the hiring entity, if applicable;
9. Benefits (e.g., retirement, insurance);
10. If applicable, leave, including but not limited to:
a. Leave for health, safety, and care needs, including but not limited to agreed-
upon leave and leave covered by Chapter 8.39 or Chapter 14.16;
b. Vacation;
c. Holidays;
d. Whether and under what conditions leave will be compensated; and
e. Protocol for the hiring entity to provide the domestic worker with regular,
proactive notice of accrued, used, and available leave.
f. Protocol for notifying the hiring entity when a domestic worker will take
available leave; and
11. A notice of the rights established by this Chapter 14.23, which shall be created and
distributed by the Agency in English and other languages. The hiring entity shall affirmatively provide
each domestic worker with a written notice of rights established by this Chapter 14.23.

B. The hiring entity shall satisfy the written agreement requirement via a single method of
communication, which may be in the form of text messages, a written agreement, contract offer,
counteroffer, application, or other single source document that when taken together contain all of the
information required in subsection 14.23.025.A.

C. The Agency shall create and distribute a model written agreement in English and other

SEATTLE CITY COUNCIL Page 6 of 13 Printed on 8/19/2026

powered by Legistar™

47


http://www.legistar.com/

File #: CB 121266, Version: 1

languages. A hiring entity is not required to use the model when providing the written agreement
requirements, except for subsection 14.23.025.A.11. However, hiring entities are responsible for
providing the written agreement including all terms of subsection 14.23.025.A in a format that is
readily accessible to the domestic worker.

D. Hiring entities shall provide the domestic worker with a copy of the agreed upon written
agreement and notice of rights afforded by this Chapter 14.23 in English and any language that the
hiring entity knows or has reason to know is the primary language of the domestic worker.

E. Hiring entities shall satisfy written agreement requirements for a domestic worker working
for the hiring entity as of July 1, 2027 by providing the required information by July 31, 2027.

F. If the domestic worker performs agreed-upon work for a hiring entity and the hiring entity
has not provided a written agreement pursuant to this Section 14.23.025, there shall be a
presumption rebuttable by clear and convincing evidence, such as a written agreement signed by
both parties, that the domestic worker’s alleged terms and conditions of the contractual and/or
employment relationship are the terms and conditions of the contractual and/or employment
relationship.

G. Rebate and compensation

1. A hiring entity may not:
a. Collect or receive from a domestic worker a rebate of any part of the
compensation paid by the hiring entity to the domestic worker; or
b. Pay a domestic worker a lower rate of compensation than what the hiring
entity is obligated to pay by law, agreement, or contract.
2. This subsection 14.23.025.G does not make it unlawful for a hiring entity to withhold
or divert any portion of a domestic worker's compensation when required or empowered to do so by

state or federal law or when a deduction has been expressly authorized in writing in advance by the
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domestic worker for a lawful purpose accruing to the benefit of such domestic worker. Any
withholdings must be documented in writing by the hiring entity.

Section 4. Section 14.23.095 of the Seattle Municipal Code, enacted by Ordinance 125267, is
amended as follows:
14.23.095 Remedies

A. The payment of unpaid wages, compensation, liquidated damages, civil penalties, penalties
payable to aggrieved parties, fines, and interest provided under this Chapter 14.23 are cumulative
and are not intended to be exclusive of any other available remedies, penalties, fines, and
procedures.

1. The amounts of all civil penalties, ((and)) penalties payable to aggrieved parties, and
fines contained in this Section 14.23.095 shall be increased annually to reflect the rate of inflation
and calculated to the nearest cent on January 1 of each year. The Agency shall determine the
amounts and file a schedule of such amounts with the City Clerk.

2. If a violation is ongoing when the Agency receives a complaint or opens an
investigation, the Director may order payment of unpaid compensation plus interest that accrues after
receipt of the complaint or after the investigation opens and before the date of the Director's Order.

3. Interest shall accrue from the date the unpaid compensation was first due at 12
percent annum, or the maximum rate permitted under RCW 19.52.020.

4. If there is a remedy due to an aggrieved party, the Director may waive the total
amount of civil penalties and fines due to the Agency if the Director determines that the respondent
paid the full remedy due to the aggrieved party within ten days of service of the Director's Order. The
Director may waive half the amount of civil penalties and fines due to the Agency if the Director
determines that the respondent paid the full remedy due to the aggrieved party within 15 days of

service of the Director's Order. The Director shall not waive any number of civil penalties and fines
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due to the Agency if the Director determines that the respondent has not paid the full remedy due to
the aggrieved party after 15 days of service of the Director's Order.

5. When determining the amount of liquidated damages, civil penalties, ((and))
penalties payable to aggrieved parties, and fines due under this Section 14.23.095, for a settlement
agreement or Director's Order, including but not limited to the mitigation of civil penalties and fines
due to the Agency for timely payment of remedy due to an aggrieved party under subsection
14.23.095.A.((2))4, the Director ((shal)) may consider:

a. The total amount of unpaid compensation, liquidated damages, penalties,
fines, and interest due;

b. The nature and persistence of the violations;

c. The extent of the respondent's culpability;

d. The substantive or technical nature of the violations;

e. The size, revenue, and human resources capacity of the respondent, including
whether respondent is a household or established business;

f. The circumstances of each situation;

g. The amounts of penalties in similar situations; and

h. Other factors pursuant to rules issued by the Director.

C. A respondent found to be in violation of this Chapter 14.23 for retaliation under Section
14.23.070 shall be subject to any appropriate relief at law or equity including, but not limited to
reinstatement of the aggrieved party, front pay in lieu of reinstatement with full payment of unpaid
compensation plus interest in favor of the aggrieved party under the terms of this Chapter 14.23, and
liquidated damages in an additional amount of up to twice the unpaid compensation. The Director

also shall order the imposition of a penalty payable to the aggrieved party of up to (($5;000))
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$6,659.49.

D. If the domestic worker performs agreed-upon work for a hiring entity and the hiring entity

has not provided a written agreement pursuant to Section 14.23.025, there shall be a presumption

rebuttable by clear and convincing evidence, such as a written agreement signed by both parties,

that the domestic worker’s alleged terms and conditions of the contractual and/or employment

relationship are the terms and conditions of the contractual and/or employment relationship.

((B<)) E. A respondent found to be in violation of this Chapter 14.23 shall be subject to civil
penalties. Pursuant to subsection 14.23.090.C.3, the Director may specify that civil penalties are due
to the aggrieved party rather than due to the Agency.

1. For a first violation of this Chapter 14.23, the Director may assess a civil penalty of
up to (($500)) $665.95. per aggrieved party.

2. For a second violation of this Chapter 14.23, the Director shall assess a civil penalty
of up to (($4000)) $1,331.90 per aggrieved party, or an amount equal to ten percent of the total
amount of unpaid compensation, whichever is greater.

3. For a third or any subsequent violation of this Chapter 14.23, the Director shall
assess a civil penalty of up to (($5;000)) $6,659.49 per aggrieved party, or an amount equal to ten
percent of the total amount of unpaid compensation, whichever is greater. The maximum civil penalty
for a violation of this Chapter 14.23 shall be (($20,000)) $26,637.97 per aggrieved party, or an
amount equal to ten percent of the total amount of unpaid compensation, whichever is greater.

4. For purposes of this Section 14.23.095, a violation is a second, third, or subsequent
violation if the respondent has been a party to one, two, or more than two settlement agreements,
respectively, stipulating that a violation has occurred; and/or one, two, or more than two Director's

Orders, respectively, have issued against the respondent in the ten years preceding the date of the
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violation; otherwise, it is a first violation.

F. The Director is authorized to assess fines for a violation of this Chapter 14.23 and may

specify that fines are due to the aggrieved party rather than to the Agency. The Director is authorized

to assess fines as follows:

ViolationFine Failure to provide a 24-hour period of rest for live-in domestic worker under subsection
14.23.020.B.3Up to $665.95 per aggrieved partyFailure to comply with prohibitions against retaining
domestic worker original documents and other personal effects under subsection 14.23.020.CUp to
$665.95 per aggrieved partyFailure to retain hiring entity records for three years under subsection
14.23.020.EUp to $665.95 per aggrieved partyFailure to provide advance notice of termination under
subsection 14.23.020.FUp to $665.95 per aggrieved partyFailure to provide a copy of a written
agreement, including rights afforded, under Section 14.23.025Up to $665.95 per aggrieved
partyFailure to include applicable terms in a written agreement as specified under Section
14.23.025Up to $665.95 per aggrieved partyFailure to comply with prohibitions against retaliation for
exercising rights protected under Section 14.23.070Up to $1,331.90 per aggrieved partyFailure to
provide notice of investigation to domestic worker under subsection 14.23.085.B.2Up to $665.95 per
aggrieved partyFailure to post or distribute public notice of failure to comply with final order under
subsection 14.23.115.A.1Up to $665.95 per aggrieved party[

The maximum amount that may be imposed in fines in a one-year period for each type of

violation is $6,659.49 per aggrieved party unless a fine for retaliation is issued, in which case the

maximum amount that may be imposed is $26,637.97 per aggrieved party.

((E<)) G. A respondent who willfully hinders, prevents, impedes, or interferes with the Director
or Hearing Examiner in the performance of their duties under this Chapter 14.23 shall be subject to a
civil penalty of not less than (($4000)) $1.331.90 and not more than (($5,0090)) $6.659.49.

((E=)) H. In addition to the unpaid compensation, penalties, liquidated damages, and interest,
the Agency may assess against the respondent in favor of the City reasonable costs incurred in
enforcing this Chapter 14.23, including but not limited to reasonable attorneys' fees.

((&-)) L. The hiring entity that is the subject of a settlement agreement stipulating that a

violation shall count for debarment, or final order for which all appeal rights have been exhausted
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shall not be permitted to bid, or have a bid considered, on any City contract until such amounts due
under the final order have been paid in full to the Director. If the hiring entity is the subject of a final
order two times or more within a five-year period, the contractor or subcontractor shall not be allowed
to bid on any City contract for two years. This subsection ((44-23-095.G)) 14.23.095.1 shall be
construed to provide grounds for debarment separate from, and in addition to, those contained in
Chapter 20.70 and shall not be governed by that chapter provided that nothing in this subsection ((
14.23-095-G)) 14.23.095.1 shall be construed to limit the application of Chapter 20.70. The Director
shall notify the Director of Finance and Administrative Services of all hiring entities subject to
debarment under this subsection ((44-23-095-G)) 14.23.095.1.

Section 5. A new Section 14.23.127 is added to the Seattle Municipal Code as follows:
14.23.127 Waiver
Any waiver by an individual of any provisions of this Chapter 14.23 shall be deemed contrary to
public policy and shall be void and unenforceable.

Section 6. A new Section 14.23.128 is added to the Seattle Municipal Code as follows:
14.23.128 Encouragement of more generous policies

A. Nothing in this Chapter 14.23 shall be construed to discourage or prohibit a hiring entity
from the adoption or retention of policies more generous than the ones required herein.

B. Nothing in this Chapter 14.23 shall be construed as diminishing the obligation of the hiring
entity to comply with any applicable law, contract, or other agreement providing more generous

policies than required herein.

Section 7. Sections 1 through 6 of this ordinance shall take effect on July 1, 2027.
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This ordinance shall take effect as provided by Seattle Municipal Code Sections 1.04.020 and
1.04.070.

Passed by the City Council and signed in open session in authentication of its passage on .

President of the City Council
on .

Katie B. Wilson, Mayor

Attested on .

Scheereen Dedman, City Clerk
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Summary and Fiscal Note

1. Legislation Summary

Department: Office of Labor Standards

Title: An ordinance relating to domestic worker labor standards in Seattle; amending
Sections 14.23.010, 14.23.020, and 14.23.095 of the Seattle Municipal Code,
and adding new Sections 14.23.025, 14.23.127, and 14.23.128 to the Seattle
Municipal Code, to: establish written agreement requirement; establish
protections for entitled paid and unpaid leave, including retaliation protection for
taking permissible time off; require hiring entities to create and retain records;
add advance notice of termination requirement; update remedies provisions; and

conform to certain changes in state law and with City labor standards.

Background: Seattle was the first city in the nation to pass a domestic workers bill of
rights, the Domestic Workers Ordinance (DWO), in 2019, which also created the
Domestic Workers Standards Board (DWSB) with the authority to provide further
policy recommendations to the City regarding labor standards for domestic
workers.

Seattle’s current Domestic Worker Ordinance (SMC 14.23), effective July 1, 2019

establishes:
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e Minimum wage
e Meal and paid rest breaks
¢ Right to keep their personal documents and possessions

¢ Right to a day of rest for live-in domestic workers

¢ Retaliation protections including immigration status

Based on DWSB recommendations and to conform with certain changes in state law,
OLS proposes the following amendments:

1. Require written agreements between hiring entity and domestic worker;

A

Establish protections for entitled leave, including retaliation protection for taking
permissible time off;

3. Require hiring entities to track and retain payment records;

4. Require advance notice of termination; and

5. Update remedies provisions, including aligning language for civil penalties and

fines with other City labor standards.

Domestic workers working for a hiring entity at least four hours per month have
protections under the state law. This means a domestic worker can rotate in and out of
coverage throughout the year. OLS does not have a coverage threshold; casual work is

excluded.
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Topic

Seattle DWO

State Law

DWO Amendment
Expands or Aligns
with State Law

Written Agreements

Not mandated

Requires written
agreement to
include: rate of pay
and terms of

services

Expand
require written

agreement and
expand to include
additional terms of
work, such as
location and any

additional benefits

Hiring Entity

Records Retention

Not mandated

Requires hiring
entity create and
maintain records
documenting hours

worked, rate of pay,

Expand
Require rate of pay,

hours, plus any
other records

related to written

Protections for
Time Off

and if applicable, agreement
leave time earned
and used.

Retaliation Not mandated N/A Expand

No retaliation
language for taking
unpaid time off in
state law. Domestic
workers that are
employees covered
under state PSSL
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violations listed

State law requires
$1,000 civil penalty
to WA Labor and
Industries

department

Termination Not mandated Requires hiring Align
Advance Notice entities provide
two-week
termination notice
(four weeks for live-
in)
OLS Enforcement No specific N/A N/A
Code remedies for Add specific

remedies (i.e.,
include inflation
adjustments! and
add fines) for each

aggrieved party

Summary Attachments:

2. Capital Improvement Program (CIP)

Does this legislation create, fund, or amend a CIP Project?

O Yes

X No

1 See OLS Memo: REVISED 2026 annual increases to Seattle minimum wage and labor standards

penalties, fines.
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3. Summary of Financial Implications

Does this legislation have financial impacts to the City?
O Yes

X No

3d. Other Financial Impacts

a. Does this legislation create any other financial impacts for The City of
Seattle, such as direct or indirect costs, one-time or ongoing, that aren’t
mentioned above? If yes, please explain these impacts.

This legislation does not create any other financial impacts for the City.

b. If the legislation has costs that can be covered within the current budget,
explain how. Does the department have extra resources in its budget to handle
these costs? Or does the department need to shift resources away from other
work to handle these costs?

OLS expects to spend approximately $9,000 on implementation costs such as
interpretation for rulemaking and stakeholder compensation. This will be absorbed
within the department’s existing budget with no service impacts. In 2026, OLS has had
higher than expected vacancies, so one-time salary savings are available to cover this
minimal cost.

c. What financial costs or other impacts might happen if this legislation is
not implemented?

This legislation is in part, intended to conform with recent changes in the recently
passed state law. There will be inconsistent jurisdiction implementation and
enforcement if this legislation is not implemented.

d. How might this legislation affect other City departments besides the one
that proposed it?

N/A

Template last revised May 27, 2026

59



OLS Domestic Workers 2026 Updates SUM
Diana Salazar/Karina Bull
D1d

4. Other Impacts

a. Does this legislation require a public hearing?
Yes

O No

b. Does this legislation require a notice to be published in The Daily
Journal of Commerce and/or The Seattle Times?

O Yes

X No

c. Does this legislation affect a piece of property?
O Yes

X No

d. Race and Social Justice Initiative impacts:

1. How does this legislation affect vulnerable or historically
disadvantaged communities? How did you come to this conclusion?
Please consider both impacts within City government (like employees and
internal programs) and in the broader community.

Domestic workers continue to be disproportionately Black, brown, women,
immigrant and often have another language other than English as their primary
language

2. Please attach any Racial Equity Toolkits or other racial equity
analyses used to develop or assess this legislation.

N/A

3. What is the Language Access Plan for communicating with the
public about this legislation?

Our office provides translated materials in over 20 languages. The
Domestic Workers Standards Board is interpreted in three languages: English, Spanish
and Ukrainian. In partnership with the Board, OLS will create educational and

6
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promotional materials / website changes available in our standard languages and
support with interpretation for live or recorded education materials.

e. Climate change impacts:

1. Emissions: Will this legislation significantly increase or decrease
carbon emissions? Attach any studies or materials that inform your
answer.

N/A

2. Resiliency: Will this legislation make Seattle more or less able to
adapt to climate change? If it reduces resiliency, explain what can be done
to lessen the impact.

N/A

f. If this legislation creates a new program or expands an existing one, what
are the long-term, measurable goals? How will this legislation help achieve those
goals? What methods will be used to track progress?

N/A

g. Does this legislation create a non-utility CIP that involves shared funding
with a non-City partner or organization?

N/A
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\ \ SEATTLE CITY COUNCIL
QL‘ CENTRAL STAFF
August 5, 2026

MEMORANDUM

To: Human Services, Labor, and Economic Development Committee
From: Karina Bull, Analyst
Subject: Council Bill 121266: 2026 Domestic Worker Amendments Ordinance

Introduction and Overview

On August 7, 2026, the Human Services, Labor, and Economic Development Committee
(Committee) will discuss Council Bill (CB) 121266, that would amend the Domestic Worker’s
Ordinance (DWO), codified as Seattle Municipal Code (SMC) 14.23, as follows:

e Establish requirements for written agreements, use of entitled paid and unpaid leave
(including explicit prohibition against retaliation for taking permissible time off), advance
notice of termination, and records retention; and

e Update remedies and add standard provisions regarding waiver of rights and
encouragement of more generous policies.

The amendments reflect the Office of Labor Standards’ (OLS’s) intention to strengthen
domestic worker protections by incorporating (and, in some cases, expanding upon) recent
changes in state law and aligning certain provisions with other Seattle labor standards.?

This memorandum provides background information, a summary of CB 121266, a description of
fiscal impacts, and several policy considerations; and describes next steps.

Background

Domestic workers provide a broad range of paid services to individuals or households in or
about private homes, including nannying, house cleaning, home care, gardening, cooking, and
household management.

OLS reports that there are an estimated 24,000 to 35,000 domestic workers currently working
in King County, with 66 percent identifying as women, 52 percent identifying as people of color,
and 36 percent born outside of the United States.? Nationally, domestic workers are three
times as likely to be living in poverty as other workers and are less likely to have health or
retirement benefits.? In the Seattle area, domestic workers make less than half the median
income in King County; receive SNAP (Supplement Nutrition Assistance Program) benefits at

1 OLS implements 16 labor standards. Most labor standards have same or similar requirements for certain provisions (e.g.,
hiring entity records, notice of rights, enforcement, waiver of rights, encouragement of more generous policies).

2 Paid Time Off for Domestic Workers: A City of Seattle Assessment, Seattle Office of Labor Standards (2025). OLS's findings
were based on analysis of census data, union membership, and local field research. See also Haskett, Breon; England, Kim;
Profile of Domestic Workers in King County, Washington at a Glance (2024) and Seattle Domestic Workers Coalition Research
with Workers and Employers.

3 Banerjee, Asha; deCourcy Katherine; Moore, Kyle K; and Wolfe, Julia; Domestic Workers Chartbook 2022: A comprehensive
look at the demographics, wages, benefits, and poverty rates of the professionals who care for our family members and clean
our homes, Economic Policy Institute (November 22,2022).
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double the rate of other workers in King County; and are four times more likely to not have
health insurance coverage.*

Domestic workers hired as employees are excluded from federal worker protection laws,
including the National Labor Relations Act and the Occupational Safety and Health Act; and
“live-in workers” are excluded from the overtime protections in Fair Labor Standards Acts. Due
to their work for individual families, domestic workers are also usually not covered by civil
rights laws that require a threshold number of employees (e.g., Civil Rights Act, Americans with
Disabilities Act, Age Discrimination in Employment Act), and leave laws (i.e., Family and Medical
Leave Act).”

In 2018, Seattle became the first local jurisdiction in the country to establish workplace
protections for domestic workers.® Effective July 1, 2019, the DWO covers all domestic workers
in Seattle regardless of worker classification (i.e., employee or independent contractor) or
immigration status. OLS implements the DWO through policy development (e.g., rulemaking),
outreach, and enforcement of the following requirements:

e Rights to minimum wage, meal periods, paid rest breaks for all domestic workers and a
day of rest for live-in workers;

e Prohibitions on hiring entities retaining a domestic worker’s original documents or
personal effects; and

e Creation of a Domestic Workers Standards Board (DWSB) to make recommendations on
ways to further improve domestic worker pay, benefits, and working conditions.

Additionally, Seattle Office for Civil Rights implements Seattle’s Fair Employment Ordinance,
SMC 14.04, which prohibits employers from discriminating against domestic workers.

In 2021, the City Council passed Resolution 32028 following consideration of DWSB
recommendations for overcoming barriers to improving working conditions for domestic
workers. The resolution requested OLS to collaborate with community partners to develop
policy recommendations for a portable paid time off (PTO) policy for domestic workers. Council
also appropriated funds ($500,000) in the 2022 Adopted Budget for this purpose.

In 2025, OLS’s response to the resolution identified opportunities for developing domestic
worker PTO benefits, including amending the DWO to protect domestic workers from
retaliation when taking leave from work and increasing outreach and enforcement of Seattle’s
Paid Sick and Safe Time (PSST) Ordinance, SMC 14.16, to inform domestic workers and hiring
entities of their existing rights and obligations.

4 Paid Time Off for Domestic Workers (2025), supra note 2.
> Domestic Workers Chartbook 2022 (2022), supra note 3.
6 Currently, other local jurisdictions with domestic worker protections include Chicago, Philadelphia, and Washington D.C.
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In early 2026, Washington state passed Substitute House Bill 2355 (SHB 2355), becoming the
twelfth state’ to pass statewide labor protections for domestic workers. Effective July 1, 2027,
the state law mirrors some existing DWO protections (e.g., right to minimum wage, prohibition
on retaining domestic worker personal effects) and includes additional protections (e.g.,
written agreement requirement, advance notice of termination).® The Washington State
Department of Labor & Industries (L&I) will enforce the state law and recently published draft
rules.

In spring 2026, OLS gathered community feedback on proposed DWO amendments that would
reflect the large body of legislative, policy, and outreach work that has occurred since the
passage of the original ordinance, including three DWSB recommendations® presented to
Committee in April 2026 and alignment with certain provisions in the state law and other
Seattle labor standards.

CB 121266 — DWO Amendments Ordinance

CB 121266 proposes a range of DWO amendments that would become effective July 1, 2027,
including:

e Arequirement that hiring entities provide domestic workers with written agreements;

e Arequirement that hiring entities provide domestic workers with access to entitled paid
and unpaid leave, including an explicit prohibition on retaliating against a domestic
worker for taking permissible time off;

e A requirement that hiring entities provide domestic workers with advance notice of
termination;

e Arequirement that hiring entities create and retain records;

e An update to OLS’s enforcement remedies, including inflation adjustments to civil
penalties and the addition of fines; and

e The addition of provisions to prohibit waiver of rights and encourage more generous
policies.

Table 1 describes the proposed amendments as compared to existing domestic worker
protections in Seattle and state law.

7 Other states with statewide domestic worker protections include California, Connecticut, Hawaii, lllinois, Massachusetts,
Nevada, New Jersey, New Mexico, New York, Oregon, and Virginia.

8 SHB 2355 has a higher threshold for coverage of domestic workers than Seattle’s DWO. SHB 2355 applies to domestic workers
who work in a private residence for four or more hours a month; Seattle’s DWO does not require a threshold number of hours
worked, Notably, both laws do not apply to domestic workers who perform work on a “casual basis” (i.e., work that is irregular,
uncertain, and incidental in nature or duration; and is different than the type of paid work in which the worker is customarily
engaged).

9 The DWSB recommended the following amendments to the DWO: (1) mandate written agreements between hiring entities
and workers; (2) require hiring entities to maintain records of hours worked; and (3) include anti-retaliation protections for
workers who use time off.
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Table 1. Description of Proposed Amendments to Seattle Domestic Worker Protections

Issue Seattle Law State Law Proposed Seattle Amendments
(Compared to State Law)

Written No requirement. Requirement. (Expand) New requirement for

agreements written agreement would meet

Hiring entities must
provide the domestic
worker with a written
agreement before the
job starts. The written
agreement must
include the agreed-
upon®® terms for the
position or services,
rate of pay, and other
items as applicable:
work schedule, payroll
deductions,
transportation costs,
benefits including sick,
vacation, personal,
and holiday leave).

state conditions and specify
additional items.

Hiring entities would be
required to provide the
domestic worker with a written
agreement that includes the
information required by state
law as well as: effective date,
hiring entity contact
information, work cancellation
policy, pay basis and payment
schedule, worker classification
(i.e., notice of hire as an
employee or independent
contractor), protocols for
reimbursements, and protocols
for accessing paid or unpaid
leave.!

Protection from
retaliation for
accessing leave
benefits

No requirement.

No explicit
prohibition.

Hiring entities are
broadly prohibited
from interfering with
worker rights.

(Clarify) Explicit prohibition.

Hiring entities would be
expressly prohibited from
retaliating against a worker for
taking permissible time off.
Existing protections against
retaliation would prohibit such
interference, but the
amendment would
unequivocally prohibit it.

Advance notice of
termination

No requirement.

Requirement.

Hiring entities must
provide two-week
notice for most
domestic workers and
a four-week notice for
live-in domestic
workers in advance of
termination, subject
to certain exceptions.

(Align) New requirement that
would meet state conditions for
two-week and four-week
advance notice of termination
but would include fewer
exceptions to reflect differences
in coverage of domestic workers

under the state and Seattle laws.

10 State draft rules would require the written agreement to be signed by all parties.
11 CB 121266 specifies that the terms of acceptance will be clarified in Director’s rules.
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Issue

Seattle Law

State Law

Proposed Seattle Amendments
(Compared to State Law)

Notice of rights to
domestic worker

No requirement for
hiring entities to
provide a notice of
rights, but OLS must
create a model
notice.

Requirement.

Hiring entities must
provide a domestic
worker with a

disclosure of rights.

(Align) New requirement would
meet state conditions.

Hiring entity
records

No requirement.

Requirement.

Hiring entities must
create and maintain
specific records (i.e.,
hours worked, rate of
pay, applicable leave
time earned and
used); and make such
records accessible to
the state if a
complaint is filed.

(Expand) New requirement
would meet state conditions;
and permit OLS to request
additional records to
demonstrate compliance (as is
customary with other Seattle
labor standards).

Hiring entities would be
required to retain all records
documenting compliance
including but not limited to
records listed in state law.

OLS enforcement
remedies

OLS civil penalties
are set at 2018
rates and adjusted
annually to reflect
inflation; there are
no fines for
violations without
specific remedies.

(N/A)

(N/A) Updates would adjust civil
penalty amounts®? to reflect
inflation; and add a table of fines
(as is customary with other
Seattle labor standards).

Prohibition on
waiver of rights

No provision.

Provision (i.e.,
domestic workers

may not waive rights).

(Align) New provision would
align with state law and other
Seattle labor standards.

Encouragement of
more generous
policies

No provision.

Provision.

(Align) New provision would
align with state law and other
Seattle labor standards.

12 penalty and fine amounts would mirror those in OLS's 2026 Adjusted Penalties and Fines (as published on the OLS website
and filed with the City Clerk).
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The proposed amendments do not include all state-level protections for domestic workers,
including the following provisions:

e Prohibitions against monitoring or recording a domestic worker in private living quarters,
using the bathroom or similar facility, or engaged in personal activities associated with
dressing or changing clothes;

e Prohibitions against monitoring, recording, or interfering with a domestic worker’s private
communications;

e Prohibitions against requesting, directing, or requiring that a domestic worker agree to a
mandatory predispute arbitration clause, a nondisclosure or nondisparagement
agreement, or a noncompete agreement.

Enforcement of these provisions is largely covered by existing state laws that authorize civil
action and/or criminal prosecution.!® Additionally, draft state rules stipulate that L&I can
enforce these provisions in their administrative capacity. As enforcement of these provisions
would likely entail complicated and time-consuming investigations, the proposed amendment
package would allow OLS to focus on DWSB priorities and provide time for L&l to develop
model enforcement protocols.

Fiscal Impacts

OLS estimates that implementation of this legislation would cost about $9,000 for language
access and stakeholder compensation during the rulemaking process. OLS states that this
expense will be absorbed within the department’s existing budget with no service impacts. For
context, OLS has 1.0 FTE (Labor Standards Engagement Specialist) for Domestic Worker
Outreach and Engagement and historically has received funding to support the DWSB, including
$47,500 ($17,500 non-labor expenses and $30,000 labor expenses for OLS policy staff) in the
2026 Adopted Budget.

13 See RCW 9.73 authorizing enforcement of right to privacy violations as a gross misdemeanor or by private right
of action; RCW 9A.44.115 authorizing enforcement of voyeurism violations as a Class C felony or gross
misdemeanor, depending on the nature of the violation; RCW 49.44.211 authorizing enforcement of prohibitions
against nondisclosure and nondisparagement agreements that prevent workers from discussing conduct they
reasonably believe to be unlawful or against public policy (e.g., wage and hour violations, unlawful harassment) by
private right of action; Engrossed Substitute House Bill 1155 (effective June 30, 2027) authorizing enforcement of
noncompete agreements by the Attorney General and private right of action; and RCW 49.44.085 authorizing the
court to declare terms in employment contracts that waive an employee’s right to publicly pursue certain claims
(i.e., discrimination, unlawful harassment) as void and unenforceable.
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Policy Considerations

1. Payment Disclosures

Other Seattle labor standards addressing core requirements for fair pay and transparency
include three provisions: (1) notice of the terms and conditions of work before the job
starts; (2) timely payment of legally required or agreed-upon compensation (whichever is
higher); and (3) provision of itemized pay statements every time a worker is paid.** The goal
of these provisions is to ensure that workers understand the terms of their engagement
with a hiring entity, receive full payment in a timely manner, and have sufficient
information to determine whether the terms of engagement have been satisfied.
Ultimately, these provisions reflect preventative strategies to support fair work practices
and prevent wage theft.

This legislation would establish two of the three provisions: (1) a written agreement with
notice of the terms and conditions of work before the job starts; and (2) payment of legally
required or agreed-upon compensation according to an established payment schedule (as
defined in OLS Director’s rules). The legislation would not establish the third provision for
payment disclosures.

Adding a requirement to provide payment disclosures could benefit domestic workers hired
as independent contractors (who are not already covered by other labor standards) by
allowing them to quickly spot errors in hours worked, deductions, and other aspects of the
written agreement. Payment disclosures could also serve as official proof of payment and
increase hiring entity accountability. Council may wish to consider requiring regular
payment disclosures or requesting OLS to conduct research/community engagement on this
issue and report findings and/or submit a legislative proposal to Council.

2. Outreach

OLS'’s estimated costs for implementation do not include updates to outreach materials,
training events, and other engagement activities to inform the public of amendments. OLS’s
current bank of DWO resources!®> would need to be revised and translated to help parties
understand the amendments and navigate the similarities/differences between state and
local law. While OLS reports that document updates could be completed inhouse, other
efforts to promote awareness of the amendments (e.g., language access, events, media
campaign, search engine optimization) would likely require additional funding for outside
services and supplies. Council may wish to consider appropriating funds to OLS for this
purpose.

14 These three provisions are included in Seattle’s Wage Theft Ordinance, SMC 14.20 (covering employees); Independent
Contractors Protections Ordinance, SMC 14.34 (covering independent contractors performing work for commercial hiring
entities); and the App-Based Worker Minimum Payment Ordinance, SMC 8.37 (covering app-based workers performing work
for network companies).

15 See the OLS website for a full list of DWO resources, including a model notice of rights, information booklet, videos, and

power point slides.
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Next steps

The Committee is scheduled to discuss the legislation at its meetings on August 7 and 21. If
Committee members would like to propose any amendments for consideration on August 21,
please contact me by 5 p.m. on August 11.

cc: Jasmine Marwaha, Lead Analyst
Lish Whitson, Director
Calvin Chow, Deputy Director
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Agenda

* Introduction

e Domestic Workers Ordinance (SMC 14.23) Context
* Policy Development Process

* Proposed DWO Amendments

e Local and State interaction
* Questions
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DWO Background and Overview

Seattle Domestic Worker Ordinance (SMC 14.23), effective July 1,

2019

Minimum wage

Meal and paid rest breaks

Right to keep their personal documents and possessions
Right to a day of rest for live-in domestic workers
Retaliation protections including immigration status

Creation of the Domestic Workers Standards Board
(DWSB)

Note: domestic workers may also have other rights under certain
Seattle labor standards

August 7, 2026 Office of Labor Standards Slide 3

Mayor Durkan signing Ordinance 125627, 2018
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Policy Development Process

o May 2021 o Nov. 2025 o April 2026

DWSB presents recommendations to DWSB votes on a set of OLS, in collaboration with
Council recommendations during public meeting Councilmember Rinck, facilitate two

e Mandate written contracts stakeholder sessions

e Provide portable paid time off

° ° >

° °
: . Washington passes SHB 2355, protection
i i for domestic workers.
i i This legislation was in City of Seattle
. OLS publishes Paid Time Off report (per . legislative agenda where OLS provided
. council directive) . public testimony.

O Oct. 2025 O Mar. 2026
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Policy Development - Stakeholder Meetings

* Culmination of years of engagement

* Two stakeholder meetings
* 40 participants
* Discussion
* Written Agreements

e Retaliation Protection for Time Off
* Hiring Entity Records

e Research and consultation with other
jurisdictions that have similar policies
as the amendments

April 6t stakeholder meeting at Casa Latina

August 7, 2026 Office of Labor Standards Slide 5 @B City Of seattlm



DWO Amendments

1. Ac
Ex
3. Ac

N

d definition of “adverse action”
nand worker document protections to align with state law;

d explicit Ianguaf%e on retaliation protection for taking

permissible time o
4. Require hiring entities to track and retain payment records;
5. Require advance notice of termination;

6. Require written agreements between hiring entity and
domestic worker; and

7. Standardize/align penalties and fees provisions with other
Seattle labor standards.

August 7, 2026
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Adverse Action

* Originally defined in Chapter 160 rules > move to ordinance

* Evolution of existing OLS definition to reflect different forms
of retaliation

* Add additional immigrant worker protection language from
state law

August 7, 2026 Office of Labor Standards Slide 7 @B City Of seattlm



Domestic Worker Documents

Existing law:

Hiring entity shall not keep any domestic workers original
documents or other personal effects

Proposed amendment:

Provide additional clarity to align with state language that
includes but not limited to “legal documents, forms of
identification, passports, or immigration documents”

August 7, 2026 Office of Labor Standards Slide 8 @B City Of seattlm



Retaliation Protections for Taking
Permissible Time Off

* Proposed amendments do not mandate additional time off
protections

 Domestic workers may still not take time off, even if
currently entitled to PSST

* Explicit language in DWO —> vehicle to continue to raise
awareness of rights and obligations in the domestic worker
industry
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Records Retention

* Requirement for hiring entities to create and retain records
per the written agreement, a standard practice at OLS for the
other 15 ordinances

* Not required to affirmatively provide records to OLS
e Consistent with new state law

August 7, 2026 Office of Labor Standards Slide 10 @B City Of seattlm



Termination Notice

* Align with state law

* Notice not required if
* Termination occurs during an agreed upon probationary period

* Termination based on good faith believe that the domestic worker
engaged in misconduct (to be defined in rules)

* Caused by circumstances outside of the hiring entity’s control,
including death

* Both parties agree that needs have significantly changed and cannot
be addressed with current position / services

e Domestic worker becomes unable to fulfill services

August 7, 2026 Office of Labor Standards Slide 11 @B City Of seattI@



Written Agreements

* Include: location, rate of pay, hours, terms of services, applicable
time off, worker classification, additional benefits, etc

* 2021 Board recommendation, modeled after new State law, and
other jurisdictions, and Seattle’s Independent Contractor
Protections (ICP)

* Can be printed document, texts, email, etc

* OLS intends to create and distribute model written agreement
with built in notice of rights in English and other languages;
however, HE not required to use OLS model

August 7, 2026 Office of Labor Standards Slide 12 @B City Of seattlm



OLS Enforcement Code—Remedies

* Fines by violation table standard in OLS’s ordinances
* Clearly communicated fines encourage compliance
* Adjusted annually for inflation

August 7, 2026 Office of Labor Standards Slide 13 @B City Of seattIE



Local and State interaction

Local Enforcement
 Office of Labor Standards
* Private right of action
* Funded business and community partners

State
e Department of Labor and Industries (L&I)
* Private right of action

OLS can support Seattle workers not covered under state law but only for
the rights OLS has authority to enforce.
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Current Seattle DWO New State Law (July 1, 2027) DWO Amendment If Passed - Expands or Aligns

with State Law (July 1, 2027)
Written Not mandated Requires written agreement to include: Expand

AT rate of pay and terms of services Require written agreement and expand to include

additional terms of work and worker classification
Hiring Entity Not mandated Requires hiring entity create and Align/Expand

Records maintain records documenting hours Consistent with State, however, Seattle written

Retention worked, rate of pay, and if applicable, agreement may require additional documentation

leave time earned and used.
Retaliation Not mandated N/A N/A

Protections for

No retaliation language for taking unpaid time off

Ui B in state law. Domestic workers that are employees
covered under state Paid Sick Leave
Termination Not mandated Requires hiring entities provide two- Align
Advance Notice week termination notice (four weeks Additional topics to be defined during rulemaking
for live-in)
OLS Enforcement No specific remedies  N/A N/A
Code for violations listed

State law requires $1,000 civil penalty  Add specific remedies for each aggrieved party
to the department
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Thank you & questions
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The City of Seattle

Ordinance

Council Bill
An ordinance relating to prohibiting algorithmic-based price discrimination; requiring covered retailer

disclosures to consumers; requiring that covered retailers retain certain records; and adding a
new Chapter 7.35 to the Seattle Municipal Code.

Recitals:

Many jurisdictions across the country, including California, Connecticut, Colorado, lllinois, Maryland,
New York State, and New York City, among others, have considered, are considering, or have
passed legislation to regulate the use of algorithmic software and consumer data to set prices.

The Washington State Legislature considered regulating algorithmic price discrimination in House Bill
2481 in the 2026 legislative session.

In January 2025, the Federal Trade Commission released a report detailing methods of algorithmic
price setting. The report found that algorithmic price discrimination tools are being developed
and marketed across “[s]everal types of consumer-facing businesses . . . including grocery
stores, apparel retailers, health and beauty retailers, home goods and furnishing stores,
convenience stores, building and hardware stores, and general merchandise retailers such as

department or discount stores.”
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The report further found that “[clonsumer segmentation and profiling tools create unique consumer
profiles and divide consumers into segments based on attributes or behaviors that are either
inferred or explicitly defined. Those segments can then be used as targets for ads,
promotions, and coupons based on what a company has learned about a consumer, including
how the consumer interacts with its website, what they have spent on specific products or
services, or predictions about what that consumer might purchase in the future.”

These tools create the environment for retailers to set individual prices through both different base
prices, but also “discounts” that result in higher prices for some consumers, based on their
inferred willingness to pay. This is often accomplished through what is called “false reference
pricing,”-the practice of advertising a false “original price” to make discounts appear larger
than they are. “Companies that collect or obtain individualized information about their actual or
potential customers can potentially use a variety of features to target prices to specific
consumers and charge particular groups higher prices or use those features to generate
greater profits.”

These practices are being used by grocers, delivery service providers, and mixed-use stores today.

According to a Consumer Reports investigation Kroger grocery stores collect extensive consumer
data, use it to make detailed inferences about consumers, including an “income predictor”,
determine loyalty levels, and target discounts to consumers based on those inferences. A
“shopper deemed to have less education or with a lower income, for example, could end up
getting fewer of Kroger’s best discounts.”

Consumer loyalty and frequent shopper cards are widely adopted and provide a mechanism for
retailers to track consumer purchase history and target discounts accordingly. 95 percent of
Kroger transactions are tied to a loyalty card. In 2023, Kroger’s marketing materials claimed

that it had “unaggregated” data about individual product sales “from 2 billion annual
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transactions across 60 million households [that it could tie to individuals] with a persistent
household identifier.” The materials state “[w]e have collected over 2,000 variables on
customers.”

Retailers’ own data is combined with data purchased from third-party data brokers, including
“‘demographic and financial data, such as income levels, debt, or even how often someone
shops online. Together, these data form a comprehensive picture of an individual's behavior,
preferences, and financial situation.”

This level of data allows companies to determine “purchasing habits, urgency of need, and
geographic constraints and adjust prices accordingly.” This allows companies “to identify an
individual’s “pain point”-the maximum price a consumer will pay” by “experimenting with higher
and higher prices for individuals who may be more financially desperate.”

Frequently, algorithmically generated prices as well as discounts become not a means for a better
deal for consumers, but a method to identify that “pain point”. Instacart offers pricing software
to grocers with the capability for grocers to provide individualized prices, promotions, and
discounts. “Instacart claims the technology can increase grocery store sales by 1 to 3 percent
and ‘incremental margins’-the extra profit a company gets from each additional sale-by 2 to 5
percent.”

In 2025, Consumer Reports conducted an experiment with 437 shoppers adding identical items to
their Instacart shopping carts and comparing prices. About 75 percent of the products were
“offered at different prices to different customers. Some products were offered at as many as
five different prices, and price variations for the same products ranged from as little as 7 cents
to $2.56 per item” and between $114 and $123 in total for all items.” “Based on how much
Instacart says the typical household of four spends on groceries, the average price variations

observed could translate into a cost swing of about $1,200 per year.”
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The investigation further found that Instacart offered different “original” or “reference” prices to
different consumers, thus making purported discounts seem larger or smaller. The
investigation includes Seattle-specific findings: participants shopping on Instacart at a Seattle
Safeway were shown different “reference” or prices for saltine crackers ranging from $5.93 to
$6.69.

A 2026 poll conducted by Groundwork Collaborative and Data for Progress found “80% of voters
agree that every customer should pay the same price for the same item”, that 76 percent of
American support efforts to end algorithmic pricing schemes and that 72 percent would accept
smaller discounts in exchange for all consumers being offered the same price. A nationally
representative survey conducted by Consumer Reports in September 2025 found that 72
percent of respondents did not want Instacart to charge different consumers different prices for

any reason. Therefore,

Be it ordained by The City of Seattle as follows:

Section 1. A new Chapter 7.35 is added to the Seattle Municipal Code as follows:
Chapter 7.35 Fair Pricing and Transparency
7.35.000 Findings

A. In the exercise of The City of Seattle’s (City’s) police powers, the City is granted authority to pass regulations
designed to protect and promote public health, safety, and welfare.

B. This ordinance protects and promotes public health, safety, and welfare by protecting consumers, ensuring
equitable and fair pricing of grocery goods, prohibiting algorithmic-based price discrimination, and addressing factors that
artificially inflate or modify consumer prices for groceries and other essential goods based on personal information.

C. The use of algorithms for algorithmic-based price discrimination threatens fair market access to grocery goods.
The use of automation and algorithmic pricing models in retail grocery sales exacerbates inequality and undermines
consumer trust. The price of retail grocery goods should be rooted in fairness, not in profiling or prediction.

D. Comprehensive consumer protection is needed to prevent discriminatory and opaque pricing practices in retail

grocery sales as businesses increasingly adopt data-driven technologies to set prices. Innovation should not come at the
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expense of transparency, fairness, or access to grocery goods.

E. Prohibiting the use of electronic shelf label systems for algorithmic-based price discrimination by covered
retailers will protect consumers from data collection without their knowledge from their electronic devices, such as
smartphones, to modify the price of grocery goods for individual shoppers. Pricing should remain consistent and be
clearly posted.

F. The prohibition of algorithmic-based price discrimination will protect consumers from profiling and ensure
equitable and fair pricing of grocery goods.

7.35.010 Definitions

“Aggrieved party” means a consumer or other person who suffers tangible or intangible harm due to a covered
retailer or other person's violation of this Chapter 7.35.

“Algorithmic-based price discrimination” means the practice of setting, altering, or manipulating the price of goods
offered to a consumer or a segment of consumers, based in whole or in part on monitoring, tracking, or automated
analysis of the consumer's behavior, location, demographic characteristics, biometric data, or other personal information,
including personal information acquired from a third party or personal information that is collected, gathered, purchased,
or collected by a covered retailer using electronic surveillance technology. “Algorithmic-based price discrimination”
includes offering random variations in prices to different consumers. “Algorithmic-based price discrimination” does not
include:

1. The difference in price is based on differences in the delivery costs of providing goods to consumers
based on delivery locations, order size, delivery windows, time of day, traffic, or weather conditions and provided the only
personal information used in setting such price is the consumers’ location information;

2. The difference in price is based on prices set at the physical-store location that are available to all
consumers at the location;

3. The difference in price is based on a discounted price available through a manufacturer or third-party
funded coupon, provided the covered retailer does not use or share personal information to determine or facilitate
determining the amount or the targeting of the distribution of such coupons;

4. The difference in price is the result of a discounted price offered to a consumer terminating or taking
steps to terminate a subscription, loyalty program, rewards program, membership, or co-operative membership with a

covered retailer, to reestablish a consumer as a membership or subscription enrollee, or to cross-sell a similar or related
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item to a consumer, provided that the discounted price is available on equal terms to all similarly situated consumers; or
5. The covered retailer offers a discounted price on equal terms to one of the following groups of
consumers:

a. All consumers who meet eligibility criteria, such as criteria related to volume purchases,
signing up for a mailing list, registering for promotional communications, or participating in a promotional event, provided
that any consumer could potentially meet the eligibility criteria;

b. All members of a broadly defined and commonly accepted group of consumers, including but
not limited to teachers, active or retired military personnel, senior citizens, students, employees of a covered retailer, or
residents of a certain area; or

c. Members, enrollees, or participants in a loyalty, membership, including cooperative
memberships, or rewards program that consumers affirmatively purchase or enroll in, subject to the following provisions:

1) The discounted price is provided to all members of the loyalty program of that covered
retailer in Seattle; or
2) The discounted price is offered to a subset of the loyalty program members based on
prior purchase history, provided: any discounted price based on prior purchase history are based only on tiers or
groupings of consumer, rather than individualized prices, such tiers are based only on prior purchase data and prior
purchase history data is not used to make inferences about the consumer or the consumer’s price sensitivities nor is
paired, combined, or cross-referenced with any other personal information data except enroliment in the loyalty,
membership or rewards program. The Director may issue rules to implement subsection 5.c.2 of this definition, including
rules providing for additional restrictions on the use of prior purchase history and permissible tiers.
“Bona fide market price” means the price at which a consumer good or consumer service is advertised to the
public on a regular basis by the covered retailer for a reasonably substantial period of time.
“Consumer” means a natural person who is seeking or solicited to purchase a good for personal, family, or
household use, however identified, including by any unique identifier.
“Covered retailer” means a delivery service provider, a mixed-use grocery business, or a grocery business that
has 20 or more retail locations globally, including but not limited to chains and integrated enterprises. When determining
the number of grocery businesses worldwide, each grocery business operated by an independent contractor pursuant to

a licensing or independent contractor agreement shall be evaluated separately.
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“Delivery service provider’ means an organization whether a corporation, partnership, sole proprietor, or other
form, operating in Seattle, that employs 100 or more employees worldwide regardless of where those employees are
employed, including but not limited to chains, integrated enterprises, or franchises associated with a franchisor or network
of franchises that employ 100 or more employees in aggregate and facilitates delivery or online ordering services from a
grocery business, mixed-use grocery business, or warehouse to a consumer in Seattle, regardless of whether the grocery
business, mixed-use grocery business, or warehouse is located within Seattle.

“Department” means the Department of Finance and Administrative Services (FAS).

“Diapers” means an absorbent garment worn by humans who are incapable of, or have difficulty, controlling their
bladder or bowel movements.

“Director” means the Director or the Director’s designee of the Department.

“Discounted price” means a price that is verifiably lower than the widely available and publicly disclosed bona fide
market price.

“Electronic shelf label system” means any hardware, software, or connected technology used to display or update
prices electronically, including electronic shelf labels, pricing servers, wireless beacons, and consumer-facing
applications, that directly or indirectly, collects, receives, infers, analyzes, or uses personal information for the purpose of
modifying, personalizing, or varying the price of goods.

“Electronic surveillance technology” means technological methods, systems, or tools, including, but not limited to
sensors, cameras, software and technology that may be used to identify and track people or devices, or collect biometric
information, and that are capable of gathering personal information about a consumers' behavior, characteristics, location,
or other personal attributes, whether in physical or digital environments.

“Franchise” means an agreement by which:

1. A person is granted the right to engage in the business of offering, selling, or distributing goods or
services under a marketing plan prescribed or suggested in substantial part by the grantor or its affiliate;
2. The operation of the business is substantially associated with a trademark, service mark, trade name,
advertising, or other commercial symbol designated, owned by, or licensed by the grantor or its affiliate; and
3. The person pays, agrees to pay, or is required to pay, directly or indirectly, a franchise fee.
“Franchisor” means a person who grants a franchise to another person.

“Groceries” has the same meaning as RCW 82.84.030.
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“Grocery business” means a retail store operating in Seattle over 10,000 square feet in size and that is primarily
engaged in retailing groceries for offsite consumption, including but not limited to the sale of fresh produce, meats,
poultry, fish, deli products, dairy products, canned and frozen foods, dry foods, beverages, baked foods, and/or prepared
foods. Other household supplies or other products shall be secondary to the primary purpose of groceries sales. “Grocery
business” does not include convenience stores or food marts primarily engaged in retailing a limited line of goods that
generally includes milk, bread, soda, and snacks. “Grocery business” also does not include farmers’ markets as defined
by the City’s Multi-Departmental Administrative Rule 09-01 for the Farmers Markets Pilot Program or its successor rule.

“Grooming and hygiene products” means soaps and cleaning solutions, shampoo, toothpaste, mouthwash,
antiperspirants, and suntan lotions and screens, menstrual products, prophylactics, and reproductive products, regardless
of whether the item meets the definition of “over-the-counter drug.”

“Mixed-use grocery business” means a retail store operating in Seattle that is not a grocery business and has
10,000 square feet or more of its sales floor area dedicated to the sale of groceries.

“Over-the-counter drug” has the same meaning as RCW 82.08.0281.

“Personal information” means information that identifies, relates to, describes, is reasonably capable of being
associated with, or could reasonably be linked, directly or indirectly, with a particular consumer, household, or device,
including, but not limited to derived data, unique identifiers, and inferences drawn from any of the information identified in
this definition to create a profile about a consumer reflecting the consumer's preferences, characteristics, psychological
trends, predispositions, behavior, attitudes, intelligence, abilities, and aptitudes. The Director may issue rules further
defining “personal information” and may include definitions from Attachment A to this ordinance.

“Rate of inflation” means 100 percent of the annual average growth rate of the bi-monthly Seattle-Tacoma-
Bellevue Area Consumer Price Index for Urban Wage Earners and Clerical Workers, termed CPI-W, for the 12 month
period ending in August, provided that the percentage increase shall not be less than zero.

“Warehouse” means a storage use in which space is provided in an enclosed structure for the storage of goods
produced off-site, for distribution or transfer to another location or delivery to a consumer.

7.35.020 Prohibition on algorithmic-based price discrimination

A. A covered retailer may not use an electronic shelf label system to display a price for a good that has been

modified using algorithmic-based price discrimination.

B. A covered retailer or covered retailer's agent may not use algorithmic-based price discrimination to modify the
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price of goods, including mandatory fees or charges necessary to receive such goods, for a consumer as follows:

1. A grocery business that has 20 or more retail locations globally, including but not limited to chains or
integrated enterprises, may not use algorithmic-based price discrimination to modify the price of any goods for a
consumer.

2. A mixed-use grocery business may not use algorithmic-based price discrimination to modify the price of
groceries, diapers, grooming and hygiene products, or over-the-counter drugs for a consumer.

3. A delivery service provider may not use algorithmic-based price discrimination to:

a. Modify the price of any goods for a consumer ordered for pickup, delivered from, or otherwise
provided via a grocery business regardless of the number of retail locations the grocery business operates; or
b. Modify the price of groceries, diapers, grooming and hygiene products, or over-the-counter
drugs for a consumer ordered for pickup, delivered from, or otherwise provided via a warehouse or mixed-use store.
7.35.030 Covered retailer disclosures
A. A grocery business must clearly post the price of goods in a retail location as prescribed by law.
B. A covered retailer must clearly and conspicuously disclose via its internet website, or where the discount is
offered, in such a manner that an ordinary consumer would notice and understand:

1. The eligibility criteria for any discounted price based on volume purchases, signing up for a mailing list,
registering for promotional communications, or participating in a promotional event under subsection 5.a of the exclusions
in the definition of algorithmic-based price discrimination;

2. The eligibility criteria for any discounted price based on broadly defined and publicly recognized groups
of consumers that may qualify for a discounted price under subsection 5.b of the exclusions in the definition of algorithmic
-based price discrimination; and

3. All consumer tiers used for discounted prices based on prior purchase history pursuant to subsection
5.c of the exclusions in the definition of algorithmic-based price discrimination, including any criteria or factors for
grouping consumers into each tier.

The Director may issue additional rules requiring disclosures should covered retailer business practices change
such that the disclosures in this Section 7.35.030 are insufficient to meet the public policy goals of this Chapter 7.35.
7.35.040 Rulemaking authority

The Director is authorized to administer this Chapter 7.35. The Director is authorized to promulgate, revise, or rescind
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rules and regulations deemed necessary, appropriate, or convenient to administer, evaluate and implement the provisions
of this Chapter 7.35 pursuant to Chapter 3.02, providing affected entities with due process of law and in conformity with
the intent and purpose of this Chapter 7.35. Any rules promulgated by the Director shall have the force and effect of law
and may be relied on by a covered retailer and other parties to determine their rights and responsibilities under this
Chapter 7.35.

7.35.050 Covered retailer records

A. A covered retailer shall retain records that document compliance with this Chapter 7.35. The Director may
issue rules governing the specific records and form, format, and content of such records needed to constitute compliance
with this Section 7.35.050, including the maintenance of a compliance file. Required records may include, but are not
limited to the eligibility criteria for discounted price under subsection 5.a of the exclusions in the definition of algorithmic-
based price discrimination, the eligibility criteria for all broadly defined and publicly recognized groups of consumers that
may qualify for a discounted price under subsection 5.b of the exclusions in the definition of algorithmic-based price
discrimination, method of public disclosure under Section 7.35.030, use of consumer prior purchase history, use of
consumer tiering, information regarding what data is considered in setting prices based on personal information, and
other records that are material and necessary to effectuate the terms of this Chapter 7.35.

B. A covered retailer shall retain the records required by subsection 7.35.050.A for a period of three years.

C. If a covered retailer fails to retain adequate records required under subsection 7.35.050.A, there shall be a
presumption, rebuttable by clear and convincing evidence, that the covered retailer violated this Chapter 7.35 for the
relevant periods for which records were not retained. This presumption is substantive and necessary to effectuate the
rights provided in this Chapter 7.35.

7.35.060 Private right of action

A. Any person or class of persons that suffers an injury as a result of a violation of Section 7.35.020 may bring a
civil action in a court of competent jurisdiction against a grocery business that owns or controls 25 or more grocery
establishments, including but not limited to chains, integrated enterprises, or franchises, in the state of Washington, a
mixed-use grocery business, or a delivery service provider violating Section 7.35.020. Upon prevailing such person or
class of persons, may be awarded (1) reasonable attorney fees and costs; (2) such legal or equitable relief as may be
appropriate to remedy the violation plus interest due; and (3) civil penalties of up to $3,000 per aggrieved party and up to

$10,000 for each subsequent violation per aggrieved party. Civil penalties shall not exceed one million dollars, or an
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amount adjusted for inflation under subsection 7.35.060.B, in a single action. Interest shall accrue from the date of the
injury at a rate of 12 percent per annum, or the maximum rate permitted under RCW 19.52.020. To the extent that actual
damages are unliquidated or difficult to prove, a court may award liquidated damages of up to $10,000 instead of actual
damages.

B. The amount of civil penalties, the civil penalty cap, and the amount of liquidated damages in this Section
7.35.060 shall be increased annually to reflect the rate of inflation and calculated to the nearest cent on January 1 of each
year thereafter. The Department shall determine the amounts and file a schedule of such amounts with the City Clerk.

C. A civil action must be commenced within three years of the violation.

7.35.070 Enforcement and penalties

A. The City Attorney shall have the authority to investigate violations of this Chapter 7.35. During an investigation,
the City Attorney may request issuance of a subpoena by a judicial officer to a covered retailer to compel testimony or to
obtain evidence that is material to the investigation of a violation of this Chapter 7.35. The City Attorney may file a civil
action in a court of competent jurisdiction for violations of this Chapter 7.35 and upon prevailing, may be awarded (1)
reasonable attorney’s fees and enforcement costs; (2) such legal or equitable relief as may be appropriate to remedy the
violation plus interest due; and (3) civil penalties of up to $3,000 per violation and up to $10,000 for each subsequent
violation per aggrieved party. Interest shall accrue from the date of the violation at a rate of 12 percent per annum, or the
maximum rate permitted under RCW 19.52.020. To the extent that actual damages are unliquidated or difficult to prove, a
court may award liquidated damages of up to $10,000 instead of actual damages. The amount of civil penalties and
liquidated damages in this Section 7.35.070 shall be increased annually to reflect the rate of inflation and calculated to
the nearest cent on January 1 of each year thereafter. Enforcement costs as used above includes but is not limited to
staff time, filing fees, service costs, and investigation expenses.

B. Any action brought by the City Attorney must be commenced within three years of the violation.

7.35.080 Waiver

Any waiver by an individual of any provisions of this Chapter 7.35 shall be deemed contrary to public policy and shall be
void and unenforceable.

7.35.090 Severability

The provisions of this Chapter 7.35 are declared to be separate and severable. If any clause, sentence, paragraph,

subdivision, section, subsection, or portion of this Chapter 7.35, or the application thereof to any person, or circumstance,
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is held to be invalid, it shall not affect the validity of the remainder of this Chapter 7.35, or the validity of its application to

other persons or circumstances.

Section 2. Section 1 of this ordinance shall take effect on September 1, 2027.
Attachments:

Attachment A - Personal Information

This ordinance shall take effect as provided by Seattle Municipal Code Sections 1.04.020 and 1.04.070.

Passed by the City Council and signed in open session in authentication of its passage on .

President of the City Council
on.

Katie B. Wilson, Mayor

Attested on .

Scheereen Dedman, City Clerk
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Personal Information

Personal information includes, but is not limited to, the following if it identifies,
relates to, describes, is reasonably capable of being associated with, or could be
reasonably linked, directly or indirectly, with a particular consumer household:

a. ldentifiers such as a real name, alias, postal address, unique
personal identifier, online identifier, internet protocol address, email address, account
name, social security number, driver's license number, passport number, or other similar
identifiers;

b. Any information that identifies, relates to, describes, or is capable
of being associated with, a particular consumer, including, but not limited to, name,
signature, social security number, physical characteristics or description, address,
telephone number, passport number, driver's license or state identification card number,
insurance policy number, education, employment, employment history, bank account
number, credit card number, debit card number, or any other financial information,
medical information, data or health insurance information;

c. Characteristics of protected classifications under City,
Washington or federal law;

d. Commercial information, including records of personal property,
products or services purchased, obtained, or considered, or other purchasing or
consuming histories or tendencies;

e. Biometric information;
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f. Internet or other electronic network activity information, including,
but not limited to, browsing history, device identifiers search history, and information
regarding a consumer's interaction with an internet website application, or
advertisement;

g. Geolocation data;

h. Audio, electronic, visual, thermal, olfactory, or similar information;

i. Professional or employment-related information;

j- Education information, defined as information that is not publicly
available personally identifiable information; or

k. Inferences drawn from any of the information identified in this
definition to create a profile about a consumer reflecting the consumer's preferences,
characteristics, psychological trends, predispositions, behavior, attitudes, intelligence,
abilities, and aptitudes.3. “Personal information” can exist in various formats, including,
but not limited to, all of the following: (i) physical formats, including paper documents,
printed images, vinyl records, or video tapes; (ii) digital formats, including text, image,
audio, or video files; and (iii) abstract digital formats, including compressed or encrypted
files, metadata, or artificial intelligence systems that are capable of outputting personal

information.
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Screen Reader Users: Make sure settings include reading (1) strikethrough and underline font attributes,

and (2) superscripts and subscripts.

Summary and Fiscal Note

1. Legislation Summary

Department: Mayor’s Office

Title: An ordinance relating to prohibiting algorithmic-based price discrimination;
requiring covered retailer disclosures to consumers, requiring that covered retailers
retain certain records; and adding a new Chapter 7.35 to the Seattle Municipal Code.
Background: This legislation creates a new regulatory framework for algorithmic price
discrimination for groceries and essential goods effective September 1, 2027. Recent
research and reporting has revealed that retailers use personal data to price groceries
and essential goods on an individualized or consumer segment basis aimed “to identify
an individual’s “pain point"—the maximum price a consumer will pay” by “experimenting
with higher and higher prices for individuals who may be more financially desperate.™
Overview: The legislation will ban the practice of “algorithmic price discrimination” by
covered retailers by prohibiting the setting, altering, or manipulating of the price of
consumer goods offered, based in whole or in part on monitoring, tracking, or
automated analysis of the consumer's personal information.

Coverage: This legislation covers grocery businesses, mixed use grocery businesses,
and delivery service providers, with 20 or more locations globally, as follows: 1. A

grocery business may not use algorithmic-based price discrimination to modify the price

1 Prohibiting Surveillance Prices and Wages (Feb. 2025), available at https://towardsjustice.org/wp-
content/uploads/2025/02/Real-Surveillance-Prices-and-Wages-Report.pdf.

1
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of any goods for a consumer; 2. A mixed-use grocery business may not use
algorithmic-based price discrimination to modify the price of groceries, diapers,
grooming and hygiene products, or over-the-counter drugs for a consumer; 3. A delivery
service provider may not use algorithmic-based price discrimination to modify the price
of any goods delivered from a grocery business; or the price of groceries, diapers,
grooming and hygiene products, or over the counter drugs delivered from a warehouse
or mixed-use store.

Exceptions and Discounts: The legislation exempts from prohibited algorithmic price

discrimination price differences based on delivery costs, location to location price
differences (e.g. Capitol Hill location has a different price from West Seattle); consumer
retention offers; discounts offered to all consumers who participate in activities like
promotions or volume purchases; discounts offered to groups of consumers (e.g.
teachers; students); and discounts offered to loyalty club programs, subject to certain
restrictions.

Disclosures and Recordkeeping: The legislation requires that covered retailers disclose

eligibility criteria for certain discounts. Covered retailers must maintain records that
document compliance with the ordinance.

Enforcement: This legislation does not include agency enforcement, although the
Department of Finance and Administrative Services is authorized to issue rules to
implement the ordinance. The legislation includes a private right of action as well as
enforcement by the City Attorney’s Office.

Summary Attachments: N/A
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2. Capital Improvement Program (CIP)

Does this legislation create, fund, or amend a CIP Project?

O Yes

X No

3. Summary of Financial Implications

Does this legislation have financial impacts to the City?

Yes

The Mayor's 2027 Proposed Budget will include a one-time $175,000
appropriation in the Department of Finance and Administrative Services (FAS) for
an initial outreach and education campaign for costs such as outreach materials,
translation and interpretation, public awareness campaign (e.g. social media, bus
ads, or other) and funds to retain expert consultants to advise on technical
requirements.

O No

a. Expenditure Change to General Fund

2026 2027 est. 2028 est. 2029 est. 2030 est.
$0 $175,000 $0 $0 $0
b. Expenditure Change to Other Funds
2026 2027 est.” 2028 est.” 2029 est.” 2030 est.”
$0 $0 $0 $0 $0
3
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c. Revenue Change to General Fund

2026 2027 est. 2028 est. 2029 est. 2030 est.
$0 $0 $0 $0 $0

d. Revenue Change to Other Funds
2026 2027 est. 2028 est. 2029 est. 2030 est.
$0 $0 $0 $0 $0

e. Number of Positions
2026 2027 est. 2028 est. 2029 est. 2030 est.
0 0 0 0 0

f. Total Full-Time Employee (FTE) Change
2026 2027 est. 2028 est. 2029 est. 2030 est.
0 0 0 0 0

4
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3d. Other Financial Impacts

a. Does this legislation create any other financial impacts for The City of
Seattle, such as direct or indirect costs, one-time or ongoing, that aren’t
mentioned above? If yes, please explain these impacts.

This legislation creates one-time implementation costs estimated at $175,000. An
initial outreach and education campaign will cost $100,000 for costs such as outreach
materials, translation and interpretation, public awareness campaign (e.g. social media,
bus ads, or other). Rulemaking advising on technical elements will incur approximately
$75,000 to retain expert consultants to advise on technical requirements.

b. If the legislation has costs that can be covered within the current budget,
explain how. Does the department have extra resources in its budget to handle
these costs? Or does the department need to shift resources away from other
work to handle these costs?

N/A

c. What financial costs or other impacts might happen if this legislation is
not implemented?

None.

d. How might this legislation affect other City departments besides the one
that proposed it?

The legislation authorizes the City Attorney’s Office to investigate violations of the
Chapter and file civil actions. This is a new body of work for the CAO but the
department anticipates that the expected level of work can be managed using existing
resources and funds recovered through litigation.

4. Other Impacts

a. Does this legislation require a public hearing?
O Yes

X No
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b. Does this legislation require a notice to be published in The Daily
Journal of Commerce and/or The Seattle Times?

O Yes

No

c. Does this legislation affect a piece of property?
No.

d. Race and Social Justice Initiative impacts:

1. How does this legislation affect vulnerable or historically
disadvantaged communities? How did you come to this conclusion?
Please consider both impacts within City government (like employees and
internal programs) and in the broader community.

Algorithmic pricing practices allow retailers to set prices and discounts based on
categorizing consumers based on dozens of data points including “demographic and
financial data, such as income levels, debt, or even how often someone shops online”
and their membership in ethnic or racial groups. Together, these data form a
comprehensive picture of an individual’s behavior, preferences, and financial situation.”
This level of data allows companies to determine “purchasing habits, urgency of need,
and geographic constraints and adjust prices accordingly.” The allows companies “to
identify an individual’'s “pain point—the maximum price a consumer will pay” by
“‘experimenting with higher and higher prices for individuals who may be more financially
desperate.” This legislation will prohibit these practices and ensure that prices are
provided on a fair an equal basis to all consumers.

2. Please attach any Racial Equity Toolkits or other racial equity
analyses used to develop or assess this legislation.

None.

21d.
31ld.
41d.
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3. What is the Language Access Plan for communicating with the
public about this legislation?

$100,000 in onetime funding for an initial outreach campaign will support
translated materials and in-language outreach.

e. Climate change impacts:

1. Emissions: Will this legislation significantly increase or decrease
carbon emissions? Attach any studies or materials that inform your
answer.

This legislation is not expected to impact carbon emissions.

2. Resiliency: Will this legislation make Seattle more or less able to
adapt to climate change? If it reduces resiliency, explain what can be done
to lessen the impact.

This legislation is not expected to impact climate change resiliency.

f. If this legislation creates a new program or expands an existing one, what
are the long-term, measurable goals? How will this legislation help achieve those
goals? What methods will be used to track progress?

N/A

g. Does this legislation create a non-utility CIP that involves shared funding
with a non-City partner or organization?

No.
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August 13, 2026

MEMORANDUM

To: Human Services, Labor, and Economic Development Committee
From: Tamaso Johnson and Jasmine Marwaha, Analysts
Subject: Fair Pricing and Transparency Ordinance (CB 121267)

Introduction and Overview

At its August 7t meeting, the Human Services, Labor, and Economic Development Committee
(Committee) received a presentation from the Mayor’s Office on the Fair Pricing and
Transparency Ordinance, Council Bill (CB) 121267. The proposed legislation would prohibit
covered retailers from engaging in “algorithmic price discrimination” to modify the price of
groceries and certain other goods and require covered retailers to disclose the eligibility criteria
for discounted prices.

This memorandum provides background on the proposed legislation, summarizes the
legislation, presents policy considerations, and discusses next steps in the legislative process.

Background

A recent report from the Federal Trade Commission describes the changing landscape of pricing
in the sale of consumer goods and services:

[l]n the U.S. today, most consumer goods and services are sold on a posted-price basis,
meaning the seller presents the buyer with the prices of different goods or services, and
the buyer can choose which offers to accept, if any. [...] While the set of products and
services offered by a particular seller—and their corresponding prices—were historically
the same for most potential buyers under the posted-prices paradigm, that is no longer
necessarily the case. Today, particularly online, potential buyers can have different
experiences when visiting a seller’s business: the offers the seller presents to a particular
buyer can depend on a host of other factors, including the demographics of the
prospective buyer, the buyer’s location, the buyer’s previous history with the seller or the
seller’s partners, etc.

This new personalized buying experience is the result of surveillance pricing, an ecosystem
designed to use large-scale data collection to help sellers maximize their revenues by
customizing the pricing, as well as the selection of products and services, offered to each
consumer.!

Surveillance pricing functions through a combination of technologies that: (1) gather,
aggregate, and analyze information about individual consumers; and (2) utilize that information
to vary the price presented to the consumer. Price variation in this context may manifest as

1 Federal Trade Commission, Issue Spotlight: The Rise of Surveillance Pricing, available at: https://www.ftc.gov/news-
events/features/surveillance-pricing

Page 1 0of 8

107


https://seattle.legistar.com/LegislationDetail.aspx?ID=8166554&GUID=050CEA54-3AED-44AE-899E-D5A4573543E2&Options=ID%7CText%7C&Search=121267&FullText=1
https://www.ftc.gov/news-events/features/surveillance-pricing
https://www.ftc.gov/news-events/features/surveillance-pricing

either changes to the listed price, an advertised “sale” price, or some combination of both.
Individual variations to listed price may be invisible in an online retail environment where the
prices are only displayed digitally. The introduction of electronic shelf labels allows for the use
of display price variation in a physical store setting that was previously only possible in online
shopping.

Most current consumer protection laws were created before this type of individualized pricing
was possible or imagined. Increased awareness of the growing use of technology to both collect
information about consumers and to harness this information to set prices has led several
jurisdictions to consider policies to regulate surveillance pricing. Policy and regulatory
interventions in the use of technology for pricing often focus on their application to key
categories of consumer goods and services, notably groceries and rental housing. The Council’s
passage of Ordinance 127241 in 2025, prohibiting algorithmic rent fixing, is an example of
legislation restricting the use of technology designed to set a price (in that case, rental housing
cost) through an algorithmic analysis of various data sources.

At least five state legislatures have passed bills in 2026 that impose restrictions on algorithmic
or surveillance pricing practices for groceries or other retail goods. Connecticut, Maryland, and
New Jersey’s legislation on this topic has been enacted, New York’s bill is pending action by the
governor, and the governor of Colorado recently vetoed such a bill that was passed by that
state legislature. Several other states, including Washington, have considered but not passed
surveillance pricing bills.?

Council Bill 121267

Council Bill (CB) 121267 is intended to address the use of surveillance pricing by creating a new
Chapter 7.35 in the Seattle Municipal Code that would:

e Prohibit covered retailers from using an electronic shelf label system to display a price
that has been modified using algorithmic-based price discrimination;

e Prohibit covered retailers from engaging in algorithmic-based price discrimination for
grocery items and certain other goods; and

e Require disclosures of the eligibility criteria for discounted prices.

2 Attachment 1 compares key elements of several proposed or enacted state regulatory schemes.
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Algorithmic-Based Price Discrimination

CB 121267 defines algorithmic-based price discrimination as setting, altering, or manipulating
the price of goods based on monitoring, tracking, or automated analysis of a consumer’s
behavior, location, demographic characteristics, biometric data, or other personal information.3

As a catch-all provision, the definition states that algorithmic-based price discrimination
includes offering random variations in prices to different consumers. The definition then
clarifies that differences in prices between different consumers are not algorithmic-based price
discrimination, and would therefore be allowed, if the difference in prices are based on:

e Delivery costs or location;
e Pricing set at a physical-store location and available to all consumers at the location;

e Coupons from a manufacturer or third-party, provided the covered retailer does not use
or share personal information in determining the amount or targeting of such coupons;

e Discounts offered to a consumer terminating or taking steps to terminate a subscription,
loyalty program, rewards program, membership, or co-operative membership, to retain
that consumer, or to cross-sell a similar or related item to a consumer, provided that the
discounted price is available on equal terms to all similarly situated consumers;

e Discounts for consumers who meet eligibility criteria, such as buying bulk purchases,
signing up for mailing lists, participating in a promotion, etc., provided that any consumer
could potentially meet the eligibility criteria;

e Discounts to members of a broadly defined, commonly accepted group of consumers,
including but not limited to: teachers, students, veterans, employees, and seniors; and

e Participation in a loyalty, membership (including cooperative memberships) or rewards
program that consumers affirmatively purchase or enroll in, where the discount is
available to all members.

The legislation would allow for prior purchase history to be used to set discounts for a subset of
loyalty program members, provided that the discounts are based on consumer tiers, not
individualized prices (e.g. purchased last week, last month, two months ago), and that the tiers
are based only on prior purchase history without reference to other personal information or
third-party data about the consumers.

3 Personal information is defined in the bill as: “information that identifies, relates to, describes, is reasonably capable of being
associated with, or could reasonably be linked, directly or indirectly, with a particular consumer, household, or device,
including, but not limited to derived data, unique identifiers, and inferences drawn from any of the information identified in
this definition to create a profile about a consumer reflecting the consumer's preferences, characteristics, psychological trends,
predispositions, behavior, attitudes, intelligence, abilities, and aptitudes.”
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Covered retailers

The legislation would apply different requirements for different types of retailers, as described

in Table 1.

Table 1. CB 121267 Coverage Requirements

Retailer Type

Definition

Threshold

Goods Covered

Grocery
Business

A retail store operating in Seattle
over 10,000 square feet in size and
that is primarily engaged in retailing
groceries for offsite consumption,
including but not limited to the sale
of fresh produce, meats, poultry, fish,
deli products, dairy products, canned
and frozen foods, dry foods,
beverages, baked foods, and/or
prepared foods. Does not include
convenience stores offering a limited
line of goods, or farmer’s markets.

20 or more
retail locations
globally

Any goods

Mixed Use
Grocery
Business

A retail store operating in Seattle that
is not a grocery business and has
10,000 square feet or more of its
sales floor area dedicated to the sale
of groceries.

Groceries, diapers,
grooming and hygiene
products, or over-the-
counter (OTC) drugs

Delivery
Service
Provider

An organization that facilitates
delivery or online ordering services
from a grocery business, mixed-use
grocery business, or warehouse to a
consumer in Seattle, regardless of
whether the grocery business, mixed-
use grocery business, or warehouse is
located within Seattle

100 or more
employees
worldwide

1. Any goods if

delivering from a
grocery business,
regardless of the
number of retail
locations the
grocery business
operates

. If delivering from a
mixed-use store or

warehouse:

Groceries, diapers,

grooming and
hygiene products,
or OTC drugs
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Disclosure and Recordkeeping Requirements

CB 121267 affirms that a grocery business must clearly post the price of goods in a retail
location as prescribed by law.*

A covered retailer must also clearly and conspicuously disclose the eligibility criteria for
allowable discounts that have:

e Discounts based on buying bulk purchases, signing up for mailing lists, participating in a
promotional event or registering for promotional communications;

e Discounts to members of a broadly defined, commonly accepted group of consumers,
including but not limited to: teachers, students, veterans, employees, and seniors; and

e Discounts for loyalty members based on consumer purchase history and tiering.

These disclosures must be provided via a retailer’s website, or where the discount is offered,
and in such a manner that an ordinary consumer would notice and understand the disclosure.

The legislation would also require covered retailers to keep records of their compliance with
Chapter 7.35, including but not limited to the eligibility criteria for any discounts noted above,
the method of public disclosures, and the use of consumer prior purchase history and tiering.

Enforcement

The legislation would provide authority to the City Attorney’s Office to investigate violations of
Chapter 7.35, and file civil actions in court to enforce compliance, with civil penalties of up to
$3,000 per violation and up to $10,000 for each subsequent violation per aggrieved party, as
well as liquidated damages of up to $10,000. The legislation may also be enforced by private
right of action, with similar penalties, capped at $S1 million, as well as liquidated damages. A
private right of action may only be pursued against grocery businesses if the business owns or
controls more than 25 establishments in Washington State. There is no such threshold for
mixed use grocery businesses or delivery service providers.

Policy Considerations

1. Personalized Discounts

Industry stakeholders have claimed that the legislation would limit a covered retailer’s
ability to set personalized discounts that would benefit consumers. The legislation would
not, for example, allow the use of an individual’s prior purchase history to provide discounts
on their commonly purchased items unless that individual was a member of a retailer’s
loyalty program, and the discount was available to all members with a similar purchase
history, grouped into tiers. The legislation would not permit any personalized discount
based on an individual’s other personal information, such as their internet search history.

4 See Policy Considerations section below for further discussion of existing consumer protection laws that this legislation may
intersect with.
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It is difficult to ascertain whether the limitations on personalized discounts would result in a
net cost increase for consumers. Personal information may be used to set discounts, but it
could also be used to raise prices for each individual consumer. As the FTC notes: “The net
effect of such an approach, taken to the limit, is that every potential buyer receives a
different effective price, even if a nominal price exists.”>

In order to better understand the impacts of the legislation on grocery pricing, Council could
require a report on these impacts after the legislation goes into effect in September 2027,
which could be funded in the 2028 annual budget.

2. Enforcement

As noted above, the legislation authorizes the City Attorney’s Office (CAO) to file civil
actions against violators to enforce Chapter 7.35. Individuals may pursue a private right of
action for most violations instead of contacting the CAO, but they may face barriers
pursuing civil actions in court, and it is unclear what avenue of enforcement would be most
pursued.

Affirmative civil litigation to enforce regulations is a somewhat novel enforcement approach
for the City, first adopted in Chapter 7.34 regulating algorithmic rent fixing, and recently
proposed in Council Bill (CB) 121254, passed by Council on August 12, which expands and
amends Chapter 7.24, regulating rental agreements. The proposed legislation may have a
much greater impact on the CAO than either of these two previous instances. Chapter 7.34
has a more limited pool of potential violators and complainants, and Chapter 7.24 is
enforced by the Seattle Department of Construction and Inspections, who may then refer
violations to the CAO “in collaboration” with the office. This legislation contemplates no
such agency involvement. If there are a significant number of complaints arising from this
legislation, CAO may have to develop new systems and procedures to handle intakes
directly and may not have capacity to conduct thorough investigations that would involve
analyzing large volumes of data. While the legislation could create a potentially significant
workload expansion for the CAQ, no fiscal impacts to the CAO were identified in the
Summary and Fiscal Note for CB 121267.

If Council would like to monitor implementation and enforcement given the uncertainties
noted above about the volume of cases and the avenues of enforcement, Council could
request that the Mayor’s Office and the Department of Finance and Administrative Services
(FAS), who will be conducting rulemaking, collaborate with CAO on public-facing
communications and outreach materials, and require regular reporting on implementation,
complaints received, and civil actions filed. Council could also shift enforcement
responsibilities to FAS, but that would likely have fiscal impacts on the department that
have not been calculated.

5 Federal Trade Commission, Issue Spotlight: The Rise of Surveillance Pricing, available at: https://www.ftc.gov/news-
events/features/surveillance-pricing, page 15.
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3.

Intersection With Other Laws

As noted above, CB 121267 affirms that a grocery business must clearly post the price of
goods in a retail location as prescribed by law. Consumer protection laws regulate pricing
and display of many goods. Examples include but are not limited to:

e RCW 19.94.390 which states: “Whenever any commodity or service is sold, or is
offered, exposed, or advertised for sale, by weight, measure, or count, the price shall
not be misrepresented, nor shall the price be represented in any manner calculated or
tending to mislead or deceive an actual or prospective purchaser.”

e RCW 19.86.20, part of the Washington State Consumer Protection Act, prohibiting
“unfair or deceptive acts or practices in the conduct of any trade or commerce.”

e Chapter 7.12 of the Seattle Municipal Code, which requires that for certain
commodities sold by grocery stores or grocery departments, it is a violation to fail to
disclose the appropriate unit price, and that: “The price disclosed shall be the price at
which the consumer commodity is being sold at the time of purchase, and shall be
referred to in any advertising or other display as the unit price.”

It is unclear exactly how the proposed legislation would intersect with existing laws, and
whether amendment or stronger enforcement of these laws could also incentivize covered
retailers to not engage in algorithmic-based price discrimination. If Council would like to
better understand how the proposed legislation fits within the current framework of
consumer protection laws, Council could request or fund a study of the existing regulatory
landscape and recommendations for any changes in policy or practice needed to respond to
algorithmic pricing. Council may also wish to delay final action on the bill until this review is
conducted, to provide clearer and more comprehensive guidance and expectations for
covered retailers and consumers.

Contextual Policy Consideration — State Level Regulation and Potential Preemption

Earlier this year the Washington State Legislature held committee hearings on House Bill 2481
(HB 2481) (and companion Senate Bill 6312) during the 2026 legislative session. HB 2481 would
prohibit algorithmic-based price discrimination at a statewide level. The legislation did not pass,
but it seems likely that advocates will attempt to pursue statewide regulations again in the next
legislative session. Central Staff’s understanding is that the possibility of a state bill passing in
the legislature is part of the reason why CB 121267 would have a delayed effective date of
September 1, 2027. If a state bill passes, it may necessitate administrative rulemaking to make
clarifications, require Council to adopt further legislation to conform to state regulations, or
preempt Seattle’s regulations entirely.
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Next Steps

The Committee will discuss CB 121267 at its next meeting on August 21, 2026, at 9:30am. At
that meeting, Central Staff will present policy considerations and Councilmembers will share
any high-level potential amendments for consideration. Amendments will be considered at a
special meeting on September 11, 2026.

If a Councilmember is interested in pursuing amendments, please contact Central Staff by no
later than noon on August 19, 2026. Councilmembers are strongly encouraged to engage
Central Staff as soon as possible to shape potential amendments.

Attachments

1. Comparison of Surveillance Pricing Policies

cc: Lish Whitson, Director
Calvin Chow, Deputy Director
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Memo - Fair Pricing and Transparency Ordinance (CB 121267)

Attachment 1 - Comparison of Selected Surveillance Pricing Policies

other pricing strategy that sets
or varies price, in whole orin
part, on personal data

2. One year moratorium on use of
electronic shelf labels, pending
report on that technology

associated with provision
to different consumers,
one change per 24h

Broadly defined group
discounts, offered
uniformly and disclosed
publicly

Loyalty program
discounts (voluntary opt-
in, uniform discounts,
disclosures of program to
consumers and public)

Jurisdiction Status Prohibition(s) Exceptions Coverage Enforcement
Maryland Enacted Use of "dynamic pricing"-- settinga | ¢ Promotional pricing, e "Food retailer" e State Attorney
price specific to a consumer using loyalty program, 15,000 sq ft or General
personal data. retention discounts larger e Private right of
e Location-based variations | ® "Third-party action explicitly
e Supply or demand driven deIivgry service disclaimed
costs provider"
e Voluntary loyalty
program subscription-
based discounts
e Consensual personal data
provision by consumer
e Correction of pricing
error
e Price reset following
system outage
New Jersey Enacted 1. Use of "surveillance pricing" or | e Reasonable costs Sale of any "groceries State Attorney

or other foodstuffs"
(incl. paper products,
cleaning items, health
and beauty products,
pet foods and
supplies), except food
prepared for
immediate
consumption.

General
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Memo - Fair Pricing and Transparency Ordinance (CB 121267)

Attachment 1 - Comparison of Selected Surveillance Pricing Policies

Jurisdiction

Status

Prohibition(s)

Exceptions

Coverage

Enforcement

Connecticut

Enacted

1. Use of "surveillance pricing" -
customized price for consumer
good or service specificto a
consumer or group of, based, in
whole or part, on personal data

Customer retention,
attraction, or cross-
selling

Supply or demand-driven

e '"Retail seller"

e "Third-party
delivery service"

e State Attorney
General

e Private right of
action explicitly

costs disclaimed
- by retail sellers or third-party . o
delivery services; e Location-based variations
2. In online commerce: Use of * Broadly defined groups,
surveillance pricing by any optiinto
person for a non-discount communications, or opt-
purpose, without disclosures. in loyalty program
provided discounts
disclosed
e Correction of pricing or
network error
Page 2 of 4
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Memo - Fair Pricing and Transparency Ordinance (CB 121267)

Attachment 1 - Comparison of Selected Surveillance Pricing Policies

the price of goods based on
individual consumer data
analysis

2. Use of "surge pricing"--
increasing price based on
demand or willingness to pay

3. Use of electronic shelf label
until January 1, 2030

and available to all
customers who meet the
criteria.

Jurisdiction Status Prohibition(s) Exceptions Coverage Enforcement
New York Passed, Use of "surveillance pricing" — use e Opt-in loyalty program e Sale of goods and State Attorney
pending of personal data and an algorithm discounts, when offered services generally. General
Governor to determine price. to all similarly situated o Excludes
action members; tiers allowed insurance law
based on prior purchase regulated
history and not other entities and
personal data credit-based
e Broadly defined group pricing.
identification
e Discounts based on prior
purchase history alone
Washington Did not 1. Use of "surveillance-based Uniform discounts based on | "Grocery State Attorney
pass price discrimination"-- altering | disclosed eligibility criteria, establishment[s] General

15,000 sq ft or larger,
and products for sale
therein
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Memo - Fair Pricing and Transparency Ordinance (CB 121267)

Attachment 1 - Comparison of Selected Surveillance Pricing Policies

Jurisdiction

Status

Prohibition(s)

Exceptions

Coverage

Enforcement

CB 121267

1. Use of electronic shelf label
system to display a price that
has been modified using
algorithmic-based price
discrimination (ABPD)

2. Use of ABPD for grocery items

and certain other goods

Variations based on
location and delivery
costs

Customer retention,
cross-selling for those in
loyalty programs
Meeting eligibility
criteria, provided that
any consumer could meet
the eligibility criteria
Broadly defined group
identification

Opt-in to
communications or
loyalty program

Prior purchase history for
a subset of loyalty
program members,
provided that the
discounts are based on
consumer tiers

Grocery businesses
10,000 sq ft or
larger

“Mixed use grocery
businesses” with
10,000 sq ft of
grocery retail
space, applying to
groceries, diapers,
grooming and
hygiene products,
or over-the-counter
drugs

Delivery service
providers (see
Table 1 of CS Memo
for goods covered)

e C(City Attorney’s
Office

e Private Right of
Action
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Background

— 'Surveillance pricing'

— Consumer protection laws in other contexts
— Seattle Ordinance 127241 (Algorithmic rent-fixing prohibition)

— Other related legislative efforts
— State laws and legislative proposals from other jurisdictions

— Enacted: CT, MD, NJ
— Other: NY, CO
— Proposed municipal: Portland, OR
— 2026 Washington State legislation
— Did not pass, may be reintroduced in some form in 2027 state session




Council Bill 121267: Summary of ORD

— New SMC Chapter 7.35 requiring:
— Prohibition on use of electronic shelf labels

— Prohibition on algorithmic-based price discrimination in sale of groceries and certain other
items, with exemptions

— Disclosure of certain information related to pricing and discounts

— Retailer record keeping




Council Bill 121267: Summary of ORD (contd.)

— Scope: Covered retailers
— Grocery business

— Primarily selling groceries for offsite consumption
— Excludes: convenience stores, farmer's markets
— 10,000 sq ft or more
— 20 or more locations worldwide
— Mixed use grocery business
— 10,000 sq ft of sales floor dedicated to selling groceries
— Regulated goods: groceries, grooming, hygiene, OTC drugs
— Delivery service provider
— Facilitates delivery or online ordering from one of the above, same goods covered

— 100 or more employees worldwide




Council Bill 121267: Summary of ORD (contd.)

— Algorithmic-based price discrimination is, "setting, altering, or manipulating the price of
goods based on monitoring, tracking, or automated analysis of a consumer’s behavior,
location, demographic characteristics, biometric data, or other personal information."

Catch-all includes "random variations in prices between different customers”

Exceptions:

Delivery costs or location
Per physical store pricing, available to all customers at that store
Third-party or mfg coupons (no use or sharing of customer info)

Discounts to members of group (broadly defined, commonly accepted): e.g. teachers,
students, vets, employees, seniors, etc.

Discounts based on eligibility criteria potentially available to any customer (bulk
purchases, mailing list, promotion)




Council Bill 121267: Summary of ORD (contd.)

— Algorithmic-based price discrimination: additional exceptions for loyalty, membership, or
rewards programs:

— Participation in program
— Affirmative consumer enrollment
— Discount available to all members of program

— Discount to subset of program members using prior purchase history

— Must be based on 'tiers' (not individualized personal consumer purchase history)

— Tiers only based on prior purchase history, no use of other personal info or third-party
data about consumers

— Retention or reenrollment discounts

— Including 'cross-selling' similar or related item

— Discount must be available on equal terms to all similarly situated consumers




Policy Consideration — Personalized Discounts

— Industry stakeholders have claimed that the legislation would limit a covered retailer’s
ability to set personalized discounts that would benefit consumers.

— The legislation would not, for example, allow the use of an individual’s prior purchase
history to provide discounts on their commonly purchased items unless that individual was
a member of a retailer’s loyalty program, and the discount was available to all members
with a similar purchase history, grouped into tiers. The legislation would not permit any
personalized discount based on an individual’s other personal information, such as their
internet search history.

— Difficult to ascertain whether the limitations on personalized discounts would result in a
net cost increase for consumers.




Policy Consideration - Enforcement

1. Private right of action: cause of action for private parties to file civil suits

Liguidated damages up to $10K
Fines of S3k per violation, up to S10k per subsequent per aggrieved party
— Capped at S1M per suit plus liquidated damages

Available if: 25 or more grocery business establishments in WA (no threshold for mixed
use or delivery service providers)

Unclear if this is an accessible avenue of enforcement

2. City Attorney’s Office investigative and civil enforcement (new enforcement powers)

Same fines and liquidated damages as private right of action, no cap

CAO may have to develop new systems and procedures to handle intakes directly and
may not have capacity to conduct thorough investigations that would involve analyzing
large volumes of data. While the legislation could create a potentially significant
workload expansion for the CAO, no fiscal impacts to the CAO were identified.




Contextual Policy Considerations — Other Laws and Potential
for State Preemption

— Intersection with existing consumer protection laws unclear

— RCW 19.86.20, part of the Washington State Consumer Protection Act, prohibiting
“unfair or deceptive acts or practices in the conduct of any trade or commerce.”

— RCW 19.94.390, stating that a price shall not be “represented in any manner calculated
or tending to mislead or deceive an actual or prospective purchaser.”

— Chapter 7.12 of the Seattle Municipal Code, which requires that for certain
commodities sold by grocery stores or grocery departments, it is a violation to fail to

disclose the appropriate unit price

— Potential for preemption at State



https://app.leg.wa.gov/rcw/default.aspx?cite=19.86.020
https://app.leg.wa.gov/rcw/default.aspx?cite=19.86.020
https://app.leg.wa.gov/rcw/default.aspx?cite=19.94.390
https://app.leg.wa.gov/rcw/default.aspx?cite=19.94.390
https://library.municode.com/wa/seattle/codes/municipal_code?nodeId=TIT7COPR_CH7.12DIUNPR_7.12.020UNPRREGRSTGRDE
https://library.municode.com/wa/seattle/codes/municipal_code?nodeId=TIT7COPR_CH7.12DIUNPR_7.12.020UNPRREGRSTGRDE

Next Steps

— Today: Councilmember discussion of planned amendment concepts

— Special HSLED Committee Meeting (9/11/2026)
— Formal presentation of amendments

— Committee vote on amendments

— Committee vote on ordinance




Questions?
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The City of Seattle

Ordinance

Council Bill
An ordinance relating to commercial tenancies; establishing lessor requirements to provide

transparency regarding access to the lease agreement, previous certificate of occupancy for
the space, the existing conditions of the space, and triple net expenses; and amending
Sections 6.104.020, 6.104.030, 6.104.060, 6.104.070, and 6.104.080 of the Seattle Municipal
Code.

Recitals:

The Washington Constitution provides in Article XI, Section 11 that “[a]ny city, county, town or
township may make and enforce within its limits all such local police, sanitary and other
regulations as are not in conflict with general laws.”

Owners of small businesses are less likely than owners of large businesses to own the properties
from which those businesses are conducted, thus any requirements that affect commercial
lease agreements will impact small businesses to a greater extent than they will impact large
businesses.

The Office of Economic Development’s 2023 “Future of the Seattle Economy” report reflects a
community-informed investment agenda that will promote inclusive economic growth,

especially for communities that have systematically been excluded from such opportunities,
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and its findings identified the need to help women- and minority-owned business enterprises
(WMBEs) and small business enterprises (SBEs).

The Office of Economic Development has encountered recurring issues in its efforts to support small
businesses negotiate lease agreements and resolve tenant-landlord disputes, which include
small businesses unable to acquire a copy of their lease, misunderstanding the allowed use of
the space, discovering faulty conditions or inadequate utilities only after signing a lease, and
being subject to substantial increases in triple net expenses with limited understanding about
how the costs are incurred by the lessor or calculated for the leased space.

The recurring issues the Office of Economic Development and business owners have identified have
resulted in businesses incurring significant costs and delays, extended vacancies, and
businesses failing before ever opening.

This ordinance is based on direct experience working with hundreds of small businesses and builds
on the Office of Economic Development’s efforts to support WMBEs and SBEs, who staff from
the Office of Economic Development have observed as being disproportionately impacted by
the transparency issues identified.

This ordinance will help ensure businesses have the relevant information to make an informed
decision before signing a lease, reducing commercial vacancies and unexpected, costly, and

time-intensive tenant improvements and permitting processes. Therefore,

Be it ordained by The City of Seattle as follows:

Section 1. The City Council finds and declares:
A. In the exercise of The City of Seattle’s (City’s) police powers, the City is granted authority to pass regulations

designed to protect and promote public health, safety, and welfare. This ordinance protects and promotes the public
welfare by requiring lessors provide: a copy of the lease to the tenant at the time of execution of the lease; a copy of the
lease one additional time during the lease term at the tenant’s request; the most recent certificate of occupancy, if

available; information about the existing conditions of the commercial space to the best of their knowledge; the previous
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year’s triple net expenses and an estimate of triple net expenses for the first year of the lease; and annual access to
documentation of the invoices or other materials documenting the actual costs incurred to the lessor that are charged to
the tenant as triple net expenses.

B. Small businesses are vital to the character and community fabric of Seattle, reflecting and nurturing the
cultural diversity of the community and serving as important engines of the local economy by providing jobs and operating
as commercial anchors in neighborhoods across Seattle.

C. Many small business owners do not own the property from which they conduct their business, requiring them
to execute a lease with a lessor.

D. Small business owners report that they sometimes do not have access to the information needed to make an
informed decision whether to enter into a lease agreement, which can result in significant costs and delays, extended
vacancies, and businesses failing before ever opening.

E. A 2024 policy review conducted by Montgomery County, Maryland identified seven states and three cities that
regulate commercial lease agreements or certain lessor actions, establishing that other governments have identified a
need to address similar issues.

F. Establishing the requirements in this ordinance is consistent with the Future of Seattle Economy framework’s
efforts to support women- and minority-owned business enterprises and small business enterprises, as staff from the
Office of Economic Development have observed these groups being disproportionately impacted by the transparency
issues identified.

G. It is in the public’s interest to take actions to reduce commercial vacancies, improve success rates for small
businesses, and promote neighborhood vibrancy.

H. This ordinance protects and promotes public health, safety, and welfare by increasing transparency in
commercial tenancies, which will help ensure successful outcomes for both tenants and lessors.

I. It is in the public’s interest to apply these requirements on all commercial leases, rather than limit its scope to
certain landlords or tenants, to ensure all commercial leases meet these standards and to avoid disincentivizing landlords
renting to the businesses that would be subject to these requirements or incentivizing smaller landlords to sell their
properties to larger organizations.

J. Itis the intent of the City to ensure transparency of reasonably available information through passage of this

ordinance, and not to establish new guarantee or warranty requirements on commercial landlords.
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K. The City recognizes that the commercial real estate industry, including but not limited to developers, landlords,
and property managers provide a crucial service by creating and maintaining the commercial buildings that are needed
for the local economy and that most landlords currently follow industry best practices and provide the information this
legislation would require.

L. The City intends to coordinate with small businesses, commercial landlords, industry organizations, and other
key stakeholders to develop rules, guidance, education materials, and other implementation details to minimize the
burden on commercial landlords who currently implement industry best practices.

Section 2. Section 6.104.020 of the Seattle Municipal Code, enacted by Ordinance 126982, is amended as
follows:

6.104.020 Definitions

For the purposes of this Chapter 6.104:
"Director" means the Director of Finance and Administrative Services, or successor entity, or the Director's
designee.

“Disclosure form” means a form describing existing conditions, attached to a commercial lease agreement and

signed by the lessor and tenant pursuant to subsection 6.104.030.G.

“Existing conditions” means the material conditions of the leased space, including but not limited to the conditions

and operability of the floor, wall, ceilings, roof, doors, security system, plumbing capacity and infrastructure, electrical

capacity and infrastructure, heating, cooling, exhaust ventilation, and sprinkler systems, and other conditions as

established by rules issued by the Office of Economic Development.

* % %

“Triple net expenses” mean monthly or periodic fees charged to a tenant by a landlord in addition to the base rent

for expenses incurred by the landlord for building operating expenses, including but not limited to:

1. Common area maintenance;

2. Taxes;

3. Assessments;

4. Insurance; and

5. Utilities.
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Section 3. Section 6.104.030 of the Seattle Municipal Code, enacted by Ordinance 126982, is amended as
follows:

6.104.030 General ((Provisions)) provisions

All lessors of commercial premises involved in promoting or executing lease agreements for commercial properties within
Seattle shall comply with the following:

A. For any new lease executed after January 29, 2024, the total value of any required security deposit and/or
letters of credit shall not exceed the total value of the first month and last month of base rent.

B. For any new lease executed after January 29, 2024, the maximum personal guaranty that may be included in
a commercial lease or in a separate agreement upon which a commercial lease is conditioned is the sum of (1) the first
two years of base rent payments and (2) the total cost of tenant improvements made to the leased space, inclusive of
tenant improvement allowance, if any; and exclusive of tenant improvement costs borne by the tenant, if any.

C. For any lease executed after July 1, 2027, the lessor shall provide at least one copy of the signed lease to the

tenant at the time of the execution of the lease.

D. For any lease executed after July 1, 2027, the lessor shall, upon the tenant’s request, provide at least one

additional copy of the lease, including all relevant attachments, either electronically or in hard copy, once during the term

of the lease.

E. For any lease executed after July 1, 2027, the lessor shall include, if available, a copy of the most recently

issued certificate of occupancy for the leased space, as an attachment to the lease. Copies of certificates of occupancy

are kept by the Seattle Department of Construction and Inspections (SDCI). The lessor shall not be held liable for failure

to produce the certificate of occupancy if a certificate has not been previously issued for the space or the certificate is not

reasonably available on a publicly accessible City database or provided to the lessor in a timely manner. Lessors shall be

permitted to rely on SDCI’s determination of whether a certificate of occupancy applies to a leased space, and lessors

shall not be required to independently verify whether the certificate of occupancy furnished by SDCI is the most recent

certificate or is valid for the leased space. This subsection 6.104.030.E does not apply to leases for tenants already

occupying the space.

F. For any lease executed after July 1, 2027, the lessor must provide to tenants, upon their request, annual

access to the invoices or other materials documenting the actual building operating expenses incurred to the lessor that

are charged to the tenant as triple net expenses.
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G. Any lease executed after July 1, 2027 shall include as an attachment to the lease a complete existing

conditions disclosure form signed by the lessor and tenant.

1. The Office of Economic Development shall create and distribute a model existing

conditions disclosure form in English, Spanish, and other languages by March 31, 2027.

2. The lessor shall either attach the model form or an equivalent form that contains all

of the information included in the model form.

3. The disclosures made in the disclosure form shall be based on the lessor’s actual

knowledge of the space at the time the lessor completes the form.

4. The information provided on the disclosure form is for disclosure only and is not a

warranty of any kind by the lessor or by any agent representing the lessor.

5. The disclosure form does not supersede provisions in a lease agreement that a

tenant accepts the conditions of the premises.

6. This subsection 6.104.030.G does not apply to leases for tenants already occupying

the space.

H. Any lease executed after July 1, 2027 under which the tenant is charged for triple net

expenses shall include as an attachment to the lease a statement signed by the lessor and tenant

that the lessor has provided and the tenant has received documentation of the triple net expenses for

the leased space from the previous vear, if available, and an estimate of triple net expenses for the

first year of the lease.

Section 4. Section 6.104.060 of the Seattle Municipal Code, enacted by Ordinance 126982, is
amended as follows:
6.104.060 Enforcement and rulemaking powers and duties

A. The Director shall adopt rules pursuant to Chapter 3.02 to implement the provisions of ((this

Chapter6-104)) subsection 6.104.030.A, 6.104.030.B, 6.104.040, 6.104.050, 6.104.070.A,
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6.104.070.B, 6.104.080, and 6.104.090. The Director may promulgate, revise, or rescind rules

deemed necessary, appropriate, or convenient to administer the provisions of ((this-Chapter6-104))

subsection 6.104.030.A, 6.104.030.B, 6.104.040, 6.104.050, 6.104.070.A, 6.104.070.B, 6.104.080,

and 6.104.090, providing affected entities with due process of law and in conformity with the intent

and purpose of this Chapter 6.104.

B. The Office of Economic Development shall adopt rules pursuant to Chapter 3.02 to

implement the provisions of subsections 6.104.030.C through 6.104.030.H and 6.104.070.C through

6.104.070.H. The Office of Economic Development may promulgate, revise, or rescind rules deemed

necessary, appropriate, or convenient to administer the provisions of subsections 6.104.030.C

through 6.104.030.H and 6.104.070.C through 6.104.070.H, providing affected entities with due

process of law and in conformity with the intent and purpose of this Chapter 6.104.

((B))C. The Director is authorized to investigate any potential violation of ((this-Chapter6-104))

subsection 6.104.070.A or 6.104.070.B.

((€))D. Any violations of ((this-Chapter6-104)) subsection 6.104.070.A or 6.104.070.B shall be

enforced under the citation provisions set forth in Section 6.104.080.
Section 5. Section 6.104.070 of the Seattle Municipal Code, enacted by Ordinance 126982, is
amended as follows:

6.104.070 Violations

It is a violation of this Chapter 6.104 for any commercial lessor to:

A. Enter into, or require another party to enter into, any commercial lease in which the total
value of any required security deposit and/or letters of credit exceeds the total value of the first month
and last month of base rent.

B. Enter into, or require another party to enter into, any commercial lease agreement that

includes or is conditional upon personal guaranty that exceeds the sum of: (1) the first two years of
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base rent payments; and (2) the total cost of tenant improvements made to the leased space,
inclusive of tenant improvement allowance, if any; and exclusive of tenant improvement costs borne
by the tenant, if any.

C. Enter into, or require another party to enter into, any commercial lease agreement that does

not include, attached to the lease, the tenant’s signed acknowledgment of receiving a copy of the

lease at the time of execution of the lease.

D. Fail to provide a copy of the commercial lease agreement to the tenant within 30 days of

the tenant’s first request during the term of the commercial lease agreement.

E. Enter into, or require another party to enter into, any commercial lease agreement that does

not include as an attachment to the lease a copy of the most recently issued certificate of occupancy,

if available.

F. Fail to provide documentation of the triple net expenses incurred for the leased space within

30 days of the tenant’s request each year of the commercial lease agreement if the tenant is being

charged for triple net expenses. Lessors are permitted an additional 90 days if the tenant’s request

occurs within 120 days of the end of the lessor’s fiscal year to allow the lessor to prepare and provide

final annual statements as documentation of the triple net expenses, rather than the information

available at the time of the tenant’s request.

G. Enter into, or require another party to enter into, any commercial lease agreement that

does not include, attached to the lease, an existing conditions disclosure form, as published by the

Department, signed by the lessor and tenant. The lessor shall not be held liable for a tenant’s failure

to sign the disclosure form if the tenant is provided a copy of the document and refuses or fails to

sign it.

H. Enter into, or require another party to enter into, any commercial lease agreement under

which the tenant is charged for triple net expenses, that does not include a statement signed by the
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lessor and tenant that the lessor has provided and the tenant has received documentation of the

triple net expenses for the leased space from the previous year, if available, and an estimate of triple

net expenses for the first year of the commercial lease agreement. The lessor shall not be held liable

for a tenant’s failure to sign the statement if the tenant is provided a copy of the statement and

refuses or fails to sign it.

Section 6. Section 6.104.080 of the Seattle Municipal Code, enacted by Ordinance 126982, is
amended as follows:
6.104.080 Citation

A. If, after investigation, the Director determines that a lessor has committed a violation of ((

this-Chapter6-104)) subsection 6.104.070.A or 6.104.070.B, the Director may issue a citation to the

person responsible for the violation. The citation shall include the following information:

1. The name and address of the responsible person to whom the citation is issued;

2. The complete address of the commercial property subject to the commercial lease
violation;

3. A separate statement of each violation;

4. The date of the violation;

5. A statement that the person cited must respond to the citation within 15 business
days after the date of service;

6. A space for entry of the applicable penalty;

7. A statement that the response must be sent to the Hearing Examiner and received
not later than 5 p.m. on the day the response is due;

8. The name, address, and phone number of the Hearing Examiner where the citation
is to filed;

9. A statement that the citation represents a determination that a violation has been
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committed by the responsible person named in the citation and that the determination shall be final
unless contested as provided in subsection 6.104.080.C; and
10. A certified statement of the inspector issuing the citation, authorized by RCW

5.50.050, setting forth facts supporting issuance of the citation.

* % %

F. Citation penalties
1. The following penalties shall be assessed for any violations of ((this-Chapter6-104))

subsection 6.104.070.A or 6.104.070.B:

a. $500 for the first violation; and
b. $1000 for each subsequent violation within a five-year period.
2. The Director may, in an exercise of discretion, issue a warning to the person
responsible for the violation if that person has not been previously warned or cited for violating ((this

GChapter-6-104)) subsection 6.104.070.A or 6.104.070.B.

3. Each party responsible for a violation of subsection 6.104.070.A or 6.104.070.B can

be assessed a separate penalty for that violation.

4. If the person cited fails to pay a penalty imposed pursuant to this Section 6.104.080,
the penalty may be referred to a collection agency. The cost to the City for the collection services will
be assessed as costs, at the rate agreed to between the City and the collection agency, and added to
the penalty. Alternatively, the City may pursue collection in any other manner allowed by law.

5. Each day a person commits a violation under ((Section-6-104-070)) subsection

6.104.070.A or 6.104.070.B may be considered a separate violation for which a civil citation may be

issued.
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This ordinance shall take effect as provided by Seattle Municipal Code Sections 1.04.020 and
1.04.070.

Passed by the City Council and signed in open session in authentication of its passage on .

President of the City Council
on .

Katie B. Wilson, Mayor

Attested on .

Scheereen Dedman, City Clerk
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Summary and Fiscal Note

1. Legislation Summary

Department: Office of Economic Development
Title: An ordinance relating to commercial tenancies; establishing lessor requirements
to provide transparency regarding access to the lease agreement, previous certificate of
occupancy for the space, the existing conditions of the space, and triple net expenses;
and amending Sections 6.104.020, 6.104.030, 6.104.060, 6.104.070, and 6.104.080 of
the Seattle Municipal Code.
Background: The Office of Economic Development (OED) has identified recurring
issues between commercial tenants and landlords over the course of supporting
hundreds of small businesses in lease negotiations and disputes and navigating permit
processes. This legislation amends SMC 6.104, Commercial Lease and Rental
Agreements, to establish new requirements to address these issues as follows:
e New definitions of “disclosure form”, “existing conditions”, and “triple net
expenses” are added to SMC 6.104.020.
e SMC 6.104.030 is amended to establish new regulations for commercial lease
agreements executed after July 1, 2027:
o The lessor must provide a copy of the lease to the tenant at the time of the
execution of a lease;

o The lessor must provide an additional copy of the lease to the tenant at

least once during the term of the lease;
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o The lessor must provide a copy of the most recently issued certificate of
occupancy, if available, for a new lease. Clarifies that:

= Copies of the certificate of occupancy are kept by the Seattle
Department of Construction and Inspections (SDCI),

= Lessors shall not be held liable for failure to produce the certificate
of occupancy if the certificate isn’t reasonably available on a
publicly accessible City database or provided in a timely manner,

= Lessors may rely on SDCI determination of whether a certificate of
occupancy applies to a leased space,

= Lessors are not required to independently verify the accuracy of the
certificate of occupancy furnished by SDCI, and

= This requirement does not apply for leases for tenants already
occupying the space;

o For leases that charge tenants triple net expenses, the lessor must
provide annual access to the invoices or other materials documenting the
actual building operating expenses incurred to the lessor that are charged
to the tenant as triple net expenses;

o The lease must include an existing conditions disclosure form, attached to
the lease and signed by the tenant and lessor. Clarifies that:

= OED shall develop a model existing conditions disclosure form in
English, Spanish, and other languages by March 31, 2027,

» Lessors must attach the model form or an equivalent form,
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The disclosures shall be based on the lessor’s actual knowledge of

the space at that time,

= The information is for disclosure purposes only and is not a
warranty,

= Does not supersede provisions in a lease that a tenant accepts the
conditions of the premises, and

= This requirement does not apply for leases for tenants already

occupying the space;

o For leases that charge tenants triple net expenses, the lease must include

a statement that the lessor has provided and the tenant has received
documentation of the triple net expenses for the space from the previous
year, if available, and an estimate of triple net expenses for the first year of

the lease, signed by both the lessor and tenant.

e SMC 6.104.060 is amended to:

o Adjust the authority of the Director of Finance and Administrative Services

to adopt, promulgate, revise, or rescind rules and conduct enforcement
activities for the personal guarantee and security deposit limits established
in subsections SMC 6.104.070.A and 6.104.070.B, rather than Chapter
6.104 broadly; and

Direct the Office of Economic Development to adopt rules to implement
the general provisions and violations that would be established by this

ordinance.

143



OED Commercial Transparency SUM

Isaac Horwith
D1a

e SMC 6.104.070 is amended to establish a lessor as being in violation of this

Chapter 6.104 as follows:

(@]

Does not include signed acknowledgment from the tenant of receiving a
copy of the lease at the time of its execution,

Fails to provide an additional copy of the lease within 30 days of the
tenant’s first request during the term of the lease,

Fails to include as an attachment to the lease the most recently issued
certificate of occupancy, if available,

For leases that charge tenants triple net expenses, fails to provide to the
tenant documentation of the triple net expenses incurred for the leased
within 30 days of the tenant’s request each year of the commercial lease
agreement. Lessors are allowed an additional 90 days if the tenant’s
request occurs within 120 days of the lessors fiscal year to allow the
lessor to provide final annual statement, rather than the information
available at the time of the tenant’s request,

Fails to include a complete existing conditions disclosure form signed by
both the lessor and tenant, except the lessor shall not be held liable for a
tenant’s failure to sign the form if the tenant is provided a copy and

refuses or fails to sign it,
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o For leases that charge tenants triple net expenses, fails to include a
statement signed by the lessor and tenant that the lessor has provided
and the tenant has received documentation of the triple net expenses for
the leased space from the previous year, if available, and an estimate of
triple net expenses for the first year of the commercial lease agreement,
except the lessor shall not be held liable for a tenant’s failure to sign the
form if the tenant is provided a copy and refuses or fails to sign it.

e SMC 6.104.080 is amended as follows:

o Authorizes the Director to issue a citation and assess penalties for
violations of subsections SMC 6.104.070.A and 6.104.070.B, rather than
Chapter 6.104.

o Each day a person violates subsections SMC 6.104.070.A and
6.104.070.B, rather than Chapter 6.104, is considered a separate violation

for which a civil citation may be issued.

Summary Attachments:

2. Capital Improvement Program (CIP)

Does this legislation create, fund, or amend a CIP Project?
O Yes

X No
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3. Summary of Financial Implications

Does this legislation have financial impacts to the City?
O Yes
No

This legislation adds new general provisions and violations within SMC 6.104,
but exempts these provisions from enforcement and citation activities
administered by the Department of Finance and Administrative Services (FAS),
relying on private right of action per SMC 6.104.090, which does not incur
financial impacts to the City.

To implement this legislation, the Office of Economic Development (OED) will
develop guidance, model forms, and education materials, consulting with other
departments and stakeholders as needed. OED will also educate tenants and
landlords about these new regulations through existing connections and program
work. These efforts can be accomplished within existing staff capacity.

3d. Other Financial Impacts

a. Does this legislation create any other financial impacts for The City of
Seattle, such as direct or indirect costs, one-time or ongoing, that aren’t
mentioned above? If yes, please explain these impacts.

OED will coordinate with FAS and SDCI to develop the relevant guidance,
education, and outreach materials. These efforts will primarily be one-time and can be
absorbed within existing staff capacity.

b. If the legislation has costs that can be covered within the current budget,
explain how. Does the department have extra resources in its budget to handle
these costs? Or does the department need to shift resources away from other
work to handle these costs?

OED will integrate implementation efforts into its Commercial Consulting program
and other relevant staff and programs using existing staff capacity without shifting
resources from other programs.

c. What financial costs or other impacts might happen if this legislation is
not implemented?

The transparency and disclosure requirements this legislation establishes will
help address the underlying causes that sometimes result in extensive renovations,
lengthy permit processes, or the failure of a business to launch. Failure to pass this

6
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legislation could therefore result in foregone business and occupation tax revenue and
opportunity costs related to vacant commercial spaces.

d. How might this legislation affect other City departments besides the one

that proposed it?

OED will be the primary administrator of this ordinance, see analysis above for

an estimate of fiscal impact. Although the documents are publicly available online, SDCI
may face additional requests for support to find certificates of occupancy. SDCI expects
to absorb this impact within existing staff capacity. FAS may receive complaints
regarding the provisions administered by OED and will connect clients to OED as
appropriate.

4. Other Impacts

a. Does this legislation require a public hearing?
O Yes
No

b. Does this legislation require a notice to be published in The Daily

Journal of Commerce and/or The Seattle Times?

O Yes

No

c. Does this legislation affect a piece of property?
No.

d. Race and Social Justice Initiative impacts:

1. How does this legislation affect vulnerable or historically
disadvantaged communities? How did you come to this conclusion?
Please consider both impacts within City government (like employees and
internal programs) and in the broader community.

This legislation will help ensure best practices are in place for all commercial

leases in the city. Office of Economic Development staff have identified that immigrant-,
women-, and minority-owned businesses are disproportionately impacted by these
transparency issues. Therefore, OED expects this legislation will disproportionately
benefit vulnerable and historically disadvantaged communities.
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2. Please attach any Racial Equity Toolkits or other racial equity
analyses used to develop or assess this legislation.

Not applicable.

3. What is the Language Access Plan for communicating with the
public about this legislation?

OED will work in partnership with FAS and SDCI to develop education and
outreach materials that are provided in multiple languages, as consistent with each
department’s language access plans.

e. Climate change impacts:

1. Emissions: Will this legislation significantly increase or decrease
carbon emissions? Attach any studies or materials that inform your
answer.

Not applicable.

2. Resiliency: Will this legislation make Seattle more or less able to
adapt to climate change? If it reduces resiliency, explain what can be done
to lessen the impact.

Not applicable.

f. If this legislation creates a new program or expands an existing one, what
are the long-term, measurable goals? How will this legislation help achieve those
goals? What methods will be used to track progress?

This legislation’s long-term goals are to reduce commercial space vacancies,
costly and expensive renovations and permitted processes, and landlord-tenant
disputes through increased transparency. The requirements imposed by this legislation
will help ensure both parties understand whether the space is viable for the tenant’s
business, the necessary permits and improvements needed to open the business, and
ongoing costs.

OED will collect feedback from businesses, property owners, and property
managers regarding the new requirements and trends in commercial vacancies to
understand the impact of the legislation.

g. Does this legislation create a non-utility CIP that involves shared funding
with a non-City partner or organization?

No.
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MEMORANDUM

To: Human Services, Labor, and Economic Development Committee
From: Edin Sisic and Jasmine Marwaha, Analysts
Subject: Council Bill 121275: Commercial Lease Transparency Legislation

On August 21, 2026, the Human Services, Labor, and Economic Development Committee
(Committee) will discuss Council Bill (CB) 121275, which would amend several sections of the
Seattle Municipal Code (SMC 6.104) to increase transparency in commercial lease agreements.
This memo summarizes the main elements of the proposed Commercial Lease Transparency
legislation, highlights policy considerations, and identifies next steps in the legislative process.

Background

According to the Office of Economic Development (OED) small businesses have identified
recurring challenges when entering into commercial leases, including difficulty accessing lease
documents, limited understanding of allowed uses of a space, discovering inadequate or faulty
conditions after signing, and unexpected increases in triple net expenses.! These challenges can
lead small tenants to enter into leases without a clear understanding of key aspects of the
space, resulting in costly delays, extensive renovation needs, long permitting timelines,
unexpected rent increases, and, in some cases, the inability to open or maintain their
businesses. CB 121275 aims to reduce these risks and improve commercial leasing outcomes by
ensuring tenants—particularly small businesses—have timely access to essential information
before and during the lease term.

Summary of Proposed Legislation

The proposed bill requires lessors of commercial property to provide tenants with:

e A copy of the lease at the time of execution, and one additional copy upon request during
the lease term.

e The Certificate of Occupancy? most recently issued, if available. Copies of certificates of
occupancy are kept by the Seattle Department of Construction and Inspections (SDCI),
and a lessor may rely on the copy provided by SDCI without independently verifying its
validity. This requirement does not apply to current tenants renewing leases.

e Triple-net operating expenses, estimated for the first year of the lease, and with annual
access to invoices or materials documenting triple-net expenses charged to the tenant.
The lease must also include a signed statement confirming the tenant received prior-year
triple-net documentation (if available).

1 Triple-net expenses are monthly or periodic fees charged to a tenant by a landlord in addition to the base rent. They cover
expenses incurred by the landlord for building operations, including but not limited to, common area maintenance, taxes,
assessments, insurance, and utilities.

2 A Certificate of Occupancy is a document issued by SDCI, certifying that a building complies with all applicable building, zoning,
and safety codes and is approved for its designated use.
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e An existing conditions disclosure form signed by the lessor describing conditions of
building systems and infrastructure. OED will develop a model form in multiple languages.

These provisions are added to the existing Chapter 6.104 regulating commercial leases and
rental agreements. Chapter 6.104 includes requirements for most commercial leases, but
exempts rentals that are used as residence or for lodging; as office space; as research and
development laboratory space; as a medical practice, clinic, or dispensary; or farming or
cultivation. Consequently, CB 121275 would not apply to those types of tenants.

While the existing law under Chapter 6.104 is enforced by the Department of Finance and
Administrative Services (FAS), the new requirements in the proposed legislation would be
enforced solely by a private right of action. The Office of Economic Development (OED) would
be responsible for developing rules and administering the new proposed transparency-related
requirements. OED anticipates it can implement the new requirements within current
resources, while SDCI and FAS may see limited increases in requests related to the new
provisions, which they anticipate absorbing with existing staff capacity.

Policy Considerations

Central Staff identified the following policy considerations regarding the scope, implementation
and potential impacts of the proposed commercial lease transparency requirements.

1. Enforcement Structure and Private Right of Action

As noted above, the new provisions in SMC Chapter 6.104 are enforceable only through a
private right of action (PRA). Many City regulations contain a PRA provision as an alternative
to agency enforcement. A PRA provision allows an individual to file a civil lawsuit against a
person or entity when a law is alleged to be violated. Typically a PRA is not the sole means
of enforcement, but an alternative path to agency action if, for example, the agency is
delayed or does not have capacity to pursue enforcement. PRA provisions among different
regulations can vary, with differences including but not limited to whether civil penalties
(not just damages) can be assessed, who would have standing to file civil action, and
whether a class of people can file instead of just individuals.

The PRA provision in Chapter 6.104 is limited to individuals who have suffered financial
injury, and does not allow for civil penalties.? Some requirements in this bill would not likely
result in direct financial injury to a commercial tenant, and therefore would effectively have
no enforcement mechanism. For those tenants that do suffer financial injury as a result of a
violation, those individuals would need to have the resources to pursue litigation. If the
Committee has concerns as to whether the enforcement structure adequately incentivizes
compliance, the Committee could strengthen the PRA provisions or incorporate the agency
enforcement that already exists for the other provisions of Chapter 6.104. Adding agency
enforcement is likely to have fiscal impacts on FAS that have not been calculated.

3 SMC 6.104.A states: “Any person that suffers financial injury as a result of a violation of this Chapter 6.104 may bring a civil
action in a court of competent jurisdiction against the lessor violating this Chapter 6.104 and, upon prevailing, may be awarded
reasonable attorney costs and such legal or equitable relief as may be appropriate to remedy the violation including, without
limitation, any payments made to the lessor by the tenant plus interest due. Interest shall accrue from the date that the
payment or payments were made at a rate of 12 percent per annum, or the maximum rate permitted under RCW 19.52.020. To
the extent that actual damages are unliquidated or difficult to prove, a court may award liquidated damages of up to $20,000
instead of actual damages. Such damages when awarded are to be on a per incident, rather than a per tenant basis.”
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2. Administrative Obligations

The proposed legislation requires lessors to provide multiple forms of documentation,
including lease copies, Certificates of Occupancy when available, existing-conditions
disclosure forms, and annual triple-net expense documentation. While many landlords
already follow industry best practices, smaller property owners or those with limited
administrative capacity may find these new requirements challenging to implement. If the
Committee has concerns about these potential administrative challenges, the Committee
may wish to consider whether additional City guidance, templates, technical assistance, or
phased implementation would help address these concerns while maintaining the
legislation’s intended transparency benefits.

3. Records Demonstrating Compliance

While CB 121275 requires lessors to provide specific documents at certain points in the
leasing process, it does not require a lessor to retain these records. The Committee may
wish to consider adding a records retention requirement to support the proposed
legislation’s transparency goals. Considered a best practice in regulatory drafting, a records
retention requirement can streamline enforcement and reduce disputes regarding
compliance. Although such a requirement may add administrative burden for some lessors,
these concerns may be outweighed by the desire to ensure that all parties have access to
consistent, verifiable documentation.

Contextual Policy Consideration — Permitted Use and Certificate of Occupancy

Although CB 121275 requires lessors to provide the most recent Certificate of Occupancy to
tenants, its occupancy classifications are often broad and limited to a review of the space’s
previous usage, and may offer limited insight into all the specific activities allowed under the
Land Use Code. Some buildings also may not have a Certificate of Occupancy on record.
Permitted use, by contrast, more clearly reflects what business activities are allowed in a
particular space. Permitted use disclosure could be particularly helpful for small businesses that
may struggle to interpret code requirements, reducing the risk of unexpected needs for
additional approvals or permits after signing a lease.

However, understanding a space’s permitted use can involve a complex case-specific analysis.
Currently, any building owner or prospective tenant can call SDCI, who have staff that can look
up permitted use by cross-referencing various provisions of the code that would apply to a
particular building. This process is more labor-intensive than providing the latest Certificate of
Occupancy on file. Central Staff’s understanding is that OED intends to work with SDCI to see if
there are opportunities to create efficiencies in this process, and to provide more technical
assistance to businesses requiring this information. The Committee may wish to receive a status
report on these efforts after implementation of the legislation.
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Next Steps

The upcoming schedule for the Committee consideration of CB 121275 is shown below:

e August 21 (9:30 a.m.) — Executive presentation and Central Staff Policy Considerations
presentation

e September 18 (9:30 a.m.) — Discussion and possible vote on amendments, Final Select
Committee Vote on CB 121275.

If a Councilmember is interested in pursuing amendments, please contact Central Staff by no
later than noon on September 9, 2026. Councilmembers are strongly encouraged to engage
Central Staff as soon as possible to shape potential amendments.

cc: Lish Whitson, Director
Calvin Chow, Deputy Director
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Summary of Proposed Legislation

e CB 121275 aims to improve commercial leasing outcomes by requiring lessors to provide
timely, transparent access to essential lease information, including:

o A copy of the lease
o Certificate of Occupancy (if available)

o Annual Triple-net operating expenses, and;

o An existing conditions disclosure form describing the conditions of building systems and
infrastructure.

* Exempts rentals that are used as residence or for lodging; as office space; as research and

development laboratory space; as a medical practice, clinic, or dispensary; or farming or
cultivation.




Policy Considerations (1/3)

1. Enforcement Structure

* The bill relies solely on a private right of action (PRA), meaning only tenants who suffer
financial injury can pursue enforcement, and no civil penalties can be assessed.

* Some requirements may not produce direct financial harm, resulting in provisions with
little or no practical enforcement mechanism.

* Tenants with legitimate claims may face barriers to pursuing litigation due to cost and
capacity.

 The Committee may consider amending PRA provisions or adding agency-based
enforcement from Chapter 6.104 to strengthen compliance incentives.




Policy Considerations (2/3)

2. Administrative Obligations

* The legislation adds several new documentation requirements for lessors, including lease

copies, Certificates of Occupancy, existing-conditions disclosures, and annual triple-net
expense records.

 While some landlords already follow similar practices, smaller or less-resourced property
owners may struggle to meet these added administrative expectations.

* The Committee may wish to consider supportive measures—such as City-provided

templates, technical assistance, or phased implementation—to ease compliance while
preserving transparency goals.




Policy Considerations (3/3)

3.

Records Demonstrating Compliance

The bill requires lessors to provide key documents but does not require them to retain
records, which may make verifying compliance difficult.

Adding a records-retention requirement would support transparency goals, streamline
enforcement, and reduce disputes about whether documents were properly provided.

Although retention rules may add administrative burden for lessors, the benefits of
consistent, verifiable documentation may outweigh those concerns.




Contextual Policy Consideration

1.

Permitted Use and Certificate of Occupancy

Certificates of Occupancy provide only broad information about past use and may not
fully reflect all activities allowed under the Land Use Code; some buildings may not have
one on record.

Permitted use disclosures offer more precise information and can help small businesses
avoid unexpected permitting needs after signing a lease.

Determining permitted use is more complex and labor-intensive, requiring SDCI staff to
cross-reference multiple code provisions.

OED and SDCI plan to explore ways to streamline this process and expand technical
assistance, and the Committee may wish to receive a status update after
implementation.




Next Steps

* September 18: Committee discussion, possible vote on amendments and final Committee on
CB 121275

o Amendment concepts due Wednesday, September 9 by noon

* October 20: Final action on CB 121275 at the City Council meeting

o If there are amendments in Full Council, final action will occur after completion of the
2027-2028 Budget Adoption process




Questions?
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Purpose of Today’s Discussion

Review proposed legislation to

establish transparency
requirements on commercial

tenancies

@ City of Seaftz

2026-08-21 Human Services, Labor, and Economic Development Committee




2026-08-21

Tiered Investments for Commumty
Wealth Building

ABC Program

Goal: Give small
businesses expert
advice for long-term
growth.

Who: Businesses
looking to expand
or pivot operations.

Investment:
Between $5,000 -
$10,000

Commercial Space
Consulting

Goal: Help
businesses to
navigate tenant
improvements, or
support landlord
negotiations.

Who: Existing or
prospective
commercial tenants.

Investment:
Between $5,000 -
$15,000

Seattle Restored

Goal: Pilot
storefronts for
entrepreneurs while
reducing vacancies.

Who: Businesses
looking to test a new
location or business
concept in a retail
space.

Investment:
Between $15,000 -
$20,000

Pre-lease Program

Goal: Fill vacancies
with stable
businesses ready for
long-term
operation,
increasing retention
rates.

Who: Businesses
seeking new long-
term lease locations.

Investment:
Approx. $20,000

Human Services, Labor, and Economic Development Committee

Capital Access
Program

Goal: Increase

access to affordable

capital for
historically
underserved
businesses.

Who: Businesses
operating for 1+
years and in the
market for

financing.

Investment: Up to
$30,000

Slide 3

Tenant
Improvement
Program

Goal: Provide
eguipment, signage,
or construction
awards to help
businesses stabilize
and grow.

Who: Businesses
currently holding
commercial leases
of at least 5 years or
more.

Investment: Up to
$250,000

Business
Community
Ownership Fund

Goal: Anchor
Businesses in
neighborhoods (or
provide pathways to
return) with long-
term affordability
through ownership.

Who: Established
businesses with
stable operations
looking to grow in
their current or a
new space.

Investment:
Between $800,000 -
$2 Million

@ City of Seaftxp



Common Commercial Tenant-Landlord Issues

1. No copy of the signed lease
2. Misunderstanding the allowed use of the space

3. Discovering faulty conditions or inadequate utilities only after
signing a lease; and
4. Substantial increases to triple net expenses with short notice

or lack of transparency around how costs are incurred and
passed onto the tenant

2026-08-21 Human Services, Labor, and Economic Development Committee Slide 4 @ City of Sea




Community and Stakeholder Considerations

* Legislation directly informed by supporting and reviewing leases
from hundreds of small businesses

* Coordinated closely with landlords, industry organizations,
Business Improvement Areas, and other key stakeholders

e OED will continue to work with stakeholders to finalize
implementation details

2026-08-21 Human Services, Labor, and Economic Development Committee Slide 5 @ City of Sea




Summary of Legislation

Amends SMC 6.104 to require transparency and disclosure:

1. A copy of the lease at signing and an additional copy once during
the term of the lease;

The most recent certificate of occupancy attached to the lease;
Disclosure of the existing conditions of the space;
Disclosure of past and estimate of future triple net expenses; and

Opportunity for the tenant charged triple net expenses to access
documentation of triple net costs incurred to the landlord.

s Wi
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Implementation Considerations

* Effective date of July 1, 2027
* Private right of action to pursue equitable relief for violations
* OED to develop rules, education, and outreach materials

* Coordinating with FAS and SDCI to ensure programs are
aligned
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Impact of this legislation - Help get the rlght
businesses in the right space . i

Better outcomes for tenants,
landlords, and property
managers:

e Support fewer and shorter
vacancies

* Avoid unexpected extensive
renovations or permit
processes

* Transparency for triple net
expenses

2026-08-21 Human Services, Labor, and Economic Development Committee Slide 8 @ City of Sea



Questions?
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