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LEARNING OBJECTIVES

Objective 1 - Define the difference between

Tax Rule 170 and Tax Rule 171.

Objective 2 - Identify limits of Tax Rules with project 

examples.

Objective 3 - Prepare construction estimates consistent 

with Tax Rules 170 and 171.



Why do we Tax Public Work Projects?
The purpose of taxing public works projects in Washington State, as outlined in Rules 170 and 171, is to 
ensure compliance with state tax laws while generating revenue for public services. These taxes are 
applied to construction and repair projects involving public infrastructure and real property. Key 
purposes include:

• Revenue Generation: Sales and use taxes on materials and services fund state and local 
government operations, including public infrastructure maintenance and improvement.

• Tax Equity: By requiring contractors to include taxes in their bids or pay taxes on materials used, 
the rules ensure that all parties involved in public works projects contribute fairly to the tax system.

• Regulatory Compliance: The taxation process ensures that contractors and subcontractors follow 
state tax laws, such as reporting business and occupation (B&O) taxes, retail sales taxes, and use 
taxes accurately.

• Transparency in Costs: Including taxes in project bids provides clarity on the total cost of public 
works projects, allowing agencies to budget effectively and comply with procurement regulations.



What are the types?

Rule 170

Construction and Repair of buildings or structures on real property.

Typically City and County Transportation Projects = Use Tax

Rule 171

Linear infrastructure projects

Typically WSDOT and Utility components of a project = Retail Tax



What are the types?

Rule 170 (WAC 458-20-170)

• Scope: Applies to the construction and repair of buildings or 
other structures on real property, including state-owned 
infrastructure such as roads, highways, water mains, and sewers 
not part of a road drainage system.

• Tax Handling: Contractors collect retail sales tax on the total 
contract price from the contracting agency. The contracting 
agency adds this tax to payments made to the contractor.

• Exclusions: Sales tax for tools, machinery, equipment, or 
consumable supplies not integrated into the project is included 
in the contractor's bid prices and not added separately by the 
contracting agency

Contractor Payment = Bid Item Unit Cost + Sales Tax



What are the types?

Rule 171 (WAC 458-20-171)

• Scope: Covers public road construction projects such as streets, 
highways, bridges, tunnels, and related systems owned by 
municipal corporations or political subdivisions.

• Tax Handling: Contractors include applicable use taxes and retail 
sales taxes in their bid prices. The retail sales tax is paid on 
materials and supplies used in the project but not separately 
added to payments by the contracting agency.

• Purpose: Ensures that taxes are accounted for as part of the 
contract price for projects involving public infrastructure 
primarily used for foot or vehicular traffic

Contractor Payment = Bid Item Unit Cost



Resources
• WSDOT Standard Specifications is the basis of 

contracting.

• Amend/Supplement with APWA Local Agency 
GSP’s



Resources
APWA

GSP



How Do We Communicate This?

WSDOT Plans 

Preparation Manual



How Do We Communicate This?



Examples

Features:

• Curb Ramps

• Signing

• Crosswalks

• Bulb outs

• Gateway 

Signing

• Art

Project Scenario: Gateway / Downtown Revitalization

City of Seattle Right of Way/Property



Examples

Features:

• Curb Ramps

• Signing

• Crosswalks

• Bulb outs

• Gateway 

Signing

• Art

Project Scenario: Gateway / Downtown Revitalization

City of Seattle Right of Way/Property



Examples Project Scenario: New Public Park

Trust for Public Land to be Transferred to the City

Features:

• Trail

• Base Course

• Landscaping

• Parking Lot

• Grading
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Tax Rule 170 = Pay Bid Item Total + Sales Tax

Tax Rule 171 = Pay Per Bid Item 
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Examples Project Scenario: New Sidewalk with Utilities Upgrades

Property: City

Features:

• Sidewalk

• Base Course

• Water

• Sewer

Tax Rule 170 = Pay Bid Item Total + Sales Tax

Tax Rule 171 = Pay Per Bid Item 



Examples Project Scenario: New Sidewalk with Impacted Utilities

Property: City

Features:

• Sidewalk

• Base Course

• Water

• Sewer

Tax Rule 170 = Pay Bid Item Total + Sales Tax

Tax Rule 171 = Pay Per Bid Item 



Examples Project Scenario: Fish Culvert Replacement

County Property

Features:

• Bridge

• Road

• Stream

• Restoration

• Lighting

Tax Rule 170 = Pay Bid Item Total + Sales Tax

Tax Rule 171 = Pay Per Bid Item 



Examples Project Scenario: Interchange

WSDOT/County Property

Features:

• Bridge

• Ramp 

Widening

• Restoration

• Lighting

Tax Rule 170 = Pay Bid Item Total + Sales Tax

Tax Rule 171 = Pay Per Bid Item 

WSDOT R/W City R/W

Utilities Upgrades



Best Practices

1. Separate your project estimates/quantities First Thing!

1. Groups/Schedules per Tax situation “aka Control Section”

2. Contact DOR and do a “coloring exercise”

3. Communicate to your Bidders / Construction Inspection / Finance

1. Summary of Quantities WSDOT Plans Preparation Manual 400.06(5) 

2. OR Separate Bid Schedules



• Notice of Completion submitted in MyDOR

• NOC is reviewed and input in system

• Examiner requests reconciliation from contractor

• Examiner reviews reconciliation

• Examiner compares information on reconciliation with amounts reported on returns

• If additional taxes are owed, the examiner will issue an invoice to the contractor

• When all taxes have been paid, a release letter is sent

NOC Process at DOR



Notice of Completion (NOC)



Common Questions we contact you about:

Job Site Address

• This helps us determine accurate sales/use tax rates. 
See Tax Rate Lookup tool @ dor.wa.gov

Multiple Sales Tax Rates

• Show breakdown of Sales taxable vs not sales taxable.

• Show breakdown of various sales tax rates and taxable 
value for each.

Description of Work

• Give us enough information to approve the tax choices you 

made.

Notice of Completion (NOC) ctd.



• Responsible for filing reconciliation in MyDOR

• The reconciliation details periods where contract was billed

• Contractor indicates periods where taxes were remitted on Combined Excise Tax 

Returns

• Why is the reconciliation required?

• Combined Excise Tax Returns include gross income and taxes owed for all projects

• The reconciliation is specific to the contract

Primary Contractor



WAC

• 458-20-170 – Construction/Repair Buildings

• 458-20-171 – Public Road Construction

• 458-20-17001 – Govt Contracting/ Fed Govt and Housing Authorities

• 458-20-178 – Use Tax

• 458-20-217 – Lien on Taxes

RCW

• 60.28 – Lien for Labor, Materials, & Taxes on Public Works

Rules and Laws



Reconciliation Example



Public Road Construction Reconciliation



• Failure to file a reconciliation

• Unable to pay taxes owed

• Final payment on project questions

• Disagreement of project dollar amounts

• Contractor goes out of business

Common Delays



• DOR Internet  dor.wa.gov

─ GIS Sales Tax rates and Local codes

─ Construction Guide

o https://dor.wa.gov/doing-business/business-types/industry-guides/construction

─ Public Works Information

o https://dor.wa.gov/doing-business/public-works-contract-clearance

o https://dor.wa.gov/doing-business/business-types/industry-guides/construction/public-

road-construction

• Notices

─ ETA 3024 Public Works Contracts

─ ETA 3068 Highway Projects for WSDOT

• Tax Research Index – Index of WTD/ETA/etc by WAC

• Taxpedia – Search Engine for Law & Rules

Other Reference Materials



Letter Ruling

• Available through DOR’s Online Service My Account

• Tax Rulings Webpage https://dor.wa.gov/contact-us/binding-rulings

Contact Us:

• Nettie VanHorn, Excise Tax Examiner 3

• Phone Number: (360) 704-5650

• Email: PWC@dor.wa.gov

Letter Rulings and Contact Information



Questions or Comments?

Tell us your scenario

Jennifer Martin

Audit Division – Department of Revenue

jenniferm@dor.wa.gov

Dan Ireland, PE

SCJ Alliance / Division 1 Committee Liaison

dan.ireland@scjalliance.com

Nettie Van Horn

Excise Tax Examiner – Department of Revenue

PWC@dor.wa.gov



Please take a few minutes to use the 

evaluation form on the mobile app and 

provide your feedback on this session!  

Evaluations help us select sessions for future 

conferences and provide valuable feedback 

for conference planners & speakers.

Thank you!


