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In brief 
What happened?  
The Washington Department of Revenue (Department) issued interim guidance on September 17, 2025, 
clarifying what qualifies as temporary staffing services, how those services are sourced, and which 
exemptions may apply.  

Why is it relevant?  
Effective October 1, 2025, ESSB 5814 expands the “retail sale” definition to additional services, including 
temporary staffing, which is subject to the retailing business and occupation (retailing B&O) tax and 
retail sales tax as of the effective date.  

For more information, see PwC’s Insight.  

Actions to consider  
Providers and purchasers of labor or services that resemble staffing arrangements should carefully 
evaluate whether these activities fall under Washington’s definition of temporary staffing services, which 
become taxable beginning October 1. In situations where temporary staff do not perform work at the 
purchaser’s location, companies should review how the service is attributed to assess compliance with 
applicable sourcing rules.  

https://lawfilesext.leg.wa.gov/biennium/2025-26/Pdf/Bills/Senate%20Passed%20Legislature/5814-S.PL.pdf?q=20250522111113
https://www.pwc.com/us/en/tax-services/publications/insights/assets/pwc-washington-state-enacts-significant-tax-legislation.pdf
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In detail  
Taxpayers who perform any of the following activities are considered providers of temporary staffing 
services:  

• Responsible for recruiting and hiring its own staff.  

• Identifies entities in need of services provided by its employees.  

• Places its employees with a company (client) on a temporary basis. During the placement, the 
employees work under the supervision and direction of the client. The employees carry out tasks, 
provide services to support or supplement the client’s workforce, or assist in special 
circumstances such as absences, shortages of skills, seasonal demands, or specific projects.   

• Once an assignment is complete, the taxpayer generally seeks to place the employees with other 
clients for new assignments.  

Similar services provided to entities meeting the definition of a hospital are excluded from the definition 
of temporary staffing services and are subject to tax based on the underlying service. The interim 
guidance clarifies that businesses meeting the statutory definition of a paymaster or businesses who 
directly hire employees or independent contractors are not considered to be purchasing temporary 
staffing services.  

Observation: When a business engages talent through a temporary staffing agency, the associated 
services generally are subject to retailing B&O and retail sales tax. In contrast, when the business directly 
hires employees or contracts with independent contractors to perform similar work, the arrangement 
would not meet the definition of temporary staffing. The taxability of the service would be dependent on 
the activity performed.   

Washington sources retail sales to where the purchaser first receives or uses the service. While the state 
provided a hierarchy of sourcing rules in the interim guidance, the state also provided examples of 
sourcing based on whether the employee works at the client’s location or remotely.  

• When an employee carries out their duties at the client’s location, the sale is sourced to the 
location where the work is performed.  

• When an employee carries out their duties remotely, the sale is sourced to the location where the 
purchaser’s staff is being supplemented.  

The Department issued guidance on sourcing when services are performed across multiple locations. In 
those cases, the seller may allocate the services based on the hours worked at each known location or 
collaborate with the purchaser to establish a reasonable and consistent allocation method.  

Observation: Sellers should collaborate with buyers to determine the location of receipt when 
employees work remotely. If temporary staffing services are provided across multiple jurisdictions, 
sellers should maintain documentation to allocate services according to hours worked at each known 
location. Alternatively, sellers and purchasers may agree on a reasonable and consistent method for 
sourcing services across multiple locations.  

Washington allows for the use of exemption certificates where applicable (e.g., reseller permit, direct pay 
permit, multiple-points-of-use exemption (MPU)). While the MPU certificate is available, its use is 
limited to purchases of software, digital goods, and digital automated services (DAS). According to the 
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Department’s published guidance cited below, temporary staffing services will qualify for the reseller 
permit exemption when the following conditions are met:  

1. The seller of the temporary staffing services is contractually responsible for providing the services 
to a third-party buyer; and  

2. The seller of temporary staffing services has no intervening use of the services provided by the 
third-party subcontractor.   

Observation: When a seller receives a valid reseller permit, the transaction is subject to wholesaling 
B&O tax and sourced in the same manner as a retail sale. Reseller permits commonly are used in the 
construction and manufacturing industries. If a purchaser provides an MPU certificate, the seller should 
confirm that the temporary staffing service qualifies before foregoing sales tax collection.  

Washington’s B&O tax is a gross receipts tax with limited exemptions and deductions and generally does 
not permit deductions for the costs of doing business. Although some taxpayers may qualify for the 
advances and reimbursement deduction, sellers of temporary staffing services typically do not act in an 
agent capacity, making the seller ineligible to claim the advances or reimbursements deduction.  

Observation: The taxable base for both B&O tax and sales tax is the full amount of consideration 
received (e.g., fees, wages, other employee-related costs). Accordingly, sellers of temporary staffing 
services generally may not deduct wages or other employee-related costs.  

Interim guidance statement regarding changes made by ESSB 5814 for Temporary Staffing Services, 
Washington Department of Revenue (9/17/25)   

Let’s talk 
For a deeper discussion of how this issue might affect your business, please contact: 

State and Local Tax Services  

Meredith Alexander   
(206) 359-1484   
meredith.alexander@pwc.com 
 

Sarah Nicol   
(206) 941-9709  
sarah.nicol@pwc.com 
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