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Issue 

How do Connecticut, Massachusetts, and New York treat business and professional services for 

sales tax purposes? In addition, identify the business and professional services in Connecticut 

subject to sales tax under Senate Bill (SB) 877, An Act Concerning Revenue Items to Implement the 

Governor’s Budget. 

  

Summary 

Connecticut (6.35%), Massachusetts (6.25%), and New York (4%) may impose a sales tax on 

certain business and professional services (local sales tax also applies in New York). Business and 

professional services in Connecticut and New York are generally exempt from sales tax unless 

specifically identified as taxable by statute. However, in Massachusetts, such services are 

presumed taxable unless specifically exempt by statute (most are exempt). According to the 2017 

Federation of Tax Administrators state service taxation survey, there are 34 business services and 

nine professional services that may be subject to states’ sales tax. Of these, 21 business services 

are subject to sales tax in Connecticut, 13 in Massachusetts, and four in New York. Professional 

services are exempt from taxation in all three states.  

 

SB 877 imposes Connecticut’s sales tax on, among other things, interior design, real estate agency, 

travel, and veterinary services, as well as newspaper sales. The bill also applies the sales tax to 

accounting, architectural, engineering, and legal services. However, businesses may be exempt 

from paying sales tax on certain of these services.  

 

The table below lists the different types of taxable business and professional services. Column one 

identifies the type of taxable service. Columns two, three, and four identify whether the service is 

taxable in Connecticut, Massachusetts, or New York. If a field is left blank the service is exempt 

from taxation. 

http://www.cga.ct.gov/olr
mailto:OLRequest@cga.ct.gov
https://twitter.com/CT_OLR
https://portal.ct.gov/-/media/Office-of-the-Governor/2019-Legislative-Proposals/SB-877--FS--An-Act-Concerning-Revenue-Items-to-Implement-the-Governors-Budget.pdf?la=en
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Table 1: Taxable and Exempt Services in Select States 

 

Business and Professional 

Services 

Connecticut Massachusetts New York 

Business Services 

Billboards    

Radio/television, national 
advertising 

   

Radio/television, local 

advertising 

   

Newspaper    

Magazine    

Advertising agency fees Taxable   

Armored car services Taxable  Taxable 

Bail bond fees    

Check & debt collection    

Commercial art and graphic 
design 

Taxable   

Commercial linen design    

Computer and data 
processing services 

Taxable*   

Credit information, credit 

bureaus 

Taxable   

Employment agencies Taxable   

Interior design and 

decorating 

  Taxable 

Maintenance and janitorial 
services 

Taxable  Taxable 

Lobbying and consulting Taxable   

Marketing    

Packing and crating Taxable   

Exterminating  Taxable  Taxable 

Photocopying services Taxable Taxable Taxable 

Photo finishing Taxable Taxable Taxable 

Printing services Taxable Taxable Taxable 

Private investigation 
(detective) services 

Taxable  Taxable 

Process server fees    

Public relations, 
management consulting 

Taxable   
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Business and Professional 

Services 

Connecticut Massachusetts New York 

Secretarial and court 
reporting services 

Taxable   

Security services Taxable  Taxable 

Sign construction and 
installation 

Taxable Taxable Taxable 

Telemarketing services on 
contract 

   

Telephone answering 

services 

Taxable  Taxable 

Temporary help agencies Taxable   

Test laboratories    

Tire recapping and repairing Taxable  Taxable 

Window cleaning Taxable  Taxable 

Professional Services 

Accounting and bookkeeping    

Architects    

Attorneys    

Dentists    

Engineers    

Land surveying    

Medical test laboratories    

Nursing services out-of-
hospital 

   

Physicians     

*Computer and data processing services are subject to a 1% sales tax 
Source: Federation of Tax Administrators, 2017 Services Taxation Survey. 
 

Sales Tax in Select States 

Connecticut 

Connecticut law imposes a 6.35% sales tax on all retail sales and certain business and professional 

services (CGS § 12-408). Business and professional services in Connecticut are presumed to be 

exempt from the state’s sales tax unless specifically identified as taxable by state law. Generally, 

related tax regulations define the types of business and professional services subject to the state’s 

sales tax (CONN. AGENCIES REGS. §12-407(2)(i)-1). 

 

Senate Bill 877.  SB 877 applies Connecticut’s sales tax to, among other things, accounting, 

architectural, engineering, interior design, legal, real estate, travel, and veterinary services, as well 

as, newspaper sales, effective January 1, 2020 (§ 22). The bill would exempt some of these 

services from the sales tax expansion if purchased by a business for use by the business. To qualify 

https://www.statetaxissues.org/services/2017/
https://www.cga.ct.gov/current/pub/chap_219.htm#sec_12-408
https://portal.ct.gov/DRS/Sales-Tax/Services-Subject-to-Sales-and-Use-Taxes#40952
https://www.cga.ct.gov/2019/TOB/s/pdf/2019SB-00877-R00-SB.PDF
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for an exemption a business purchaser must certify, as prescribed by the state’s revenue services 

commissioner, that it is a business and is purchasing such services for its business (§ 32). 
 

Massachusetts 

In Massachusetts, a 6.25% sales tax is imposed on all services performed in the state. Unlike 

Connecticut and New York, business and professional services in Massachusetts are presumed 

taxable unless specifically exempt by state statute. In general, most business and professional 

services are exempt from the state’s sales tax (MASS. GEN. LAWS ch. 64H, §§ 1-6). Additionally, state 

tax regulations exempt service transactions from the sales tax so long as (1) the real object of the 

transaction is the service itself, and no transfer of personal property occurs, or (2) the real object of 

the transaction is the service itself, and an inconsequential transfer of personal property occurs 

(830 MASS. CODE REGS. 64H.1.1). 

 

New York 

Under New York law, certain services are subject to a 4% sales tax. Similar to Connecticut, sales of 

business and professional services are generally exempt from state sales tax unless specifically 

enumerated by statute (N.Y. TAX LAW § 1105). In addition, related tax regulations identify sales 

transactions subject to the state’s sales tax (N.Y. COMP. CODES R. & REGS. tit. 20, § 527).  

 

PM:bd 

  

https://malegislature.gov/Laws/GeneralLaws/PartI/TitleIX/Chapter64H
https://www.mass.gov/lists/dor-regulations#64h.00:-sales-and-use-tax-
http://public.leginfo.state.ny.us/lawssrch.cgi?NVLWO:
https://govt.westlaw.com/nycrr/Browse/Home/NewYork/NewYorkCodesRulesandRegulations?guid=I51e668a0ac3d11dd9f72c1eb90efe723&originationContext=documenttoc&transitionType=Default&contextData=(sc.Default)https://govt.westlaw.com/nycrr/Browse/Home/NewYork/NewYorkCodesRulesandRegulations?guid=I51e668a0ac3d11dd9f72c1eb90efe723&originationContext=documenttoc&transitionType=Default&contextData=(sc.Default)

