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Extend sales tax to selected “business” services 

 
Description Under this proposal, selected “business” services would be made subject to 

sales and use tax.  Providers of these services would be subject to retailing 
B&O tax classification instead of the service classification.   
 
The selected business services added to the sales and use tax base include, but 
are not limited to: 
• Accounting; 
• Advertising; 
• Architectural and engineering services; 
• Computer related services; 
• Employment services; 
• Janitorial services; 
• Legal services; 
• Management consulting; 
• Appraisal services; and 
• Others. 
 
This proposal assumes inclusion of certain broad categories of services.  This 
may result in sales tax imposition in situations that are not readily apparent; 
conversely, it may not be readily apparent that certain services are excluded.  
We expect that these descriptions will be fine-tuned in the drafting process.  
Any changes or limitations to which services would be included will affect 
the revenue impact and the Department’s costs to implement. 

 
Current Law Under current law, most business services are not subject to sales or use tax.  

Providers of business services are taxable under the service classification of 
the business and occupation tax. 
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Extend sales tax to selected “business” services, Continued 

 
Revenue 
Impact 

General Fund Impacts ($ millions): 

 
Notes: 
• The revenues estimated assume broad inclusion of business services.  Any 

changes or limitations to included services will result in reduced revenues. 
• Estimates assume a July 1, 2016 effective date, representing 11 months of 

collections for FY 2017. 
• Estimates reflect the November 2015 Economic & Revenue Forecast 

Council revenue forecast. 

 
Expenditure 
Impact 

 
Notes:  
• The expenditure estimates assume broad inclusion of business services.  

Any changes or limitations to included services could result in a change to 
expenditures. 

 

# of 
Impacted 
Taxpayers

FY 2016 FY 2017
2015-17 

Biennium FY 2018 FY 2019
2017-19 

Biennium

128,200 -$            926.2$        926.2$         1,061.1$       1,157.9$     2,219.0$    

FY 2016 FY 2017 2015-17 
Biennium

FY 2018 FY 2019 2017-19 
Biennium

380,900$      2,496,500$   2,877,400$   2,192,600$   2,077,800$   4,270,400$    
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