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Repeal B&O tax exemption for employee wages and tax at Service and Other B&O rate of 1.5%.

	Description
	This proposal would extend the state’s B&O tax to income earned as an employee.  The income would be taxed under the service and other activities B&O tax classification at a rate of 1.5%.
· Employers would be required to withhold the tax from employees’ paychecks and remit the tax to the Department of Revenue. 




	Current Law 
	The B&O tax is imposed on the privilege of engaging in business.  For purposes of the B&O tax, “business” is defined broadly to include “all activities engaged in with object gain, benefit, or advantage to the taxpayer or to another person or class, directly or indirectly”.  RCW 82.04.140.  This definition is broad enough to include the activities of individuals in their capacity as an employee.  However, a specific B&O exemption is provided in RCW 82.04.360 for employees.



	Revenue Impact
	General Fund Impacts ($ millions):
	FY 2014
	FY 2015
	2013-2015 Biennium
	FY 2016
	FY 2017
	2015-2017 Biennium

	$356.0
	$895.0
	$1,251.0
	$994.0
	$1,043.0
	$2,037.0



Notes:
1. Estimates assume a January 1, 2014 effective date, representing 1 quarter of collections for FY 2014.
Estimates reflect the September 2012 Economic & Revenue Forecast Council revenue forecast



	Expenditure Impact
		FY 2013
	FY 2014
	FY 2015
	2013-2015 Biennium
	2015-2017 Biennium

	$10,721,000
	$9,492,000
	$24,063,900
	$33,555,900
	$47,397,800



Notes:
FY 2013 costs reflect initial implementation costs which may include system changes, tax return modifications and taxpayer education.
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