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Brief Description:  Clarifying the scope of taxation on land development or management 

services.

Sponsors:  Representatives Sullivan, Stokesbary, Bergquist, Gildon and Wylie.

Brief Summary of Bill

� Specifies the B&O tax classification for "land development or management" as 
service and other activities.

Hearing Date:  1/21/20

Staff:  Nick Tucker (786-7383).

Background: 

Business and Occupation Tax.
Washington's major business tax is the business and occupation (B&O) tax.  The B&O tax is 
imposed on the gross receipts of business activities conducted within the state, without any 
deduction for the costs of doing business.  Businesses must pay the B&O tax even though they 
may not have any profits or may be operating at a loss.

A taxpayer may have more than one B&O tax rate, depending on the types of activities 
conducted.  Major B&O tax rates are 0.471 percent for retailing; 0.484 percent for 
manufacturing, wholesaling, and extracting; and 1.5 percent for services and for activities not 
classified elsewhere.  Several preferential rates also apply to specific business activities.

Construction Services.
General or prime contractors, who perform work for others at retail and do not own the real 
property, are subject to the retailing B&O classification.
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Subcontractors, who perform work for others at wholesale, do not own the real property, and are 
hired by a general or prime contractor to perform all or a portion of the contract, are subject to 
the wholesaling B&O classification if provided a reseller permit by the general or prime 
contractor.  Otherwise, subcontractors are subject to the retailing B&O classification.

Engineering, architectural, surveying, flagging, accounting, legal, consulting, or administrative 
services provided to the consumer of, or person responsible for performing the constructing, 
building, repairing, improving, or decorating services are subject to the service and other 
activities B&O classification.

Summary of Bill: 

The B&O tax classification for "land development or management" is specified as service and 
other activities.

"Land development or management" means site identification, zoning, permitting, and other 
preconstruction regulatory services provided to the consumer of constructing, building, repairing, 
improving, or decorating services.  This includes acting as an owner's representative during any 
design or construction period, including recommending a contractor, monitoring the budget and 
schedule, approving invoices, and interacting on the behalf of the consumer with the person who 
has control over the work itself or responsible for the performance of the work.

Appropriation:  None.

Fiscal Note:  Requested on January 13, 2020.

Effective Date:  The bill takes effect 90 days after adjournment of the session in which the bill is 
passed.
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