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TESTING AND ENGINEERING SERVICES 
BY AN OUT-OF-STATE CORPORATION 

 
Issued July 1, 1966 

 
 Are the gross receipts from testing and engineering services performed in the State of Washington 
by an out-of-state corporation taxable under the "Service and Other Activities" classification when they are 
under an all-cost reimbursement contract? 
 
 A corporation had two employees permanently assigned to the Washington facilities to maintain 
government owned test equipment and teams of its employees came to the state and conducted tests.  The 
corporation received reimbursements in advance for all costs and expenses incurred in the course of 
rendering services required under the contract, but without any additional fees or profit. 
 
 The Commission held that the receipt of reimbursements for services rendered within this state by 
any corporation becomes taxable as gross income of the company under the Business and Occupation Tax, 
notwithstanding that no profit is realized from these reimbursements or that such amounts are termed 
"advances", since neither profit nor loss affect the ultimate decision as to whether an activity comes under 
the Business and Occupation Tax, for the tax is measured by the gross revenues derived from the privilege 
of engaging in the taxable activity. 


