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The Applicability of the Interstate Commerce  
Exemption to Freight Forwarders 

 
Are the gross proceeds earned by a freight forwarder who solicits "less than carload" freight from local 
customers for shipment to points without this state subject to the business and occupation (B&O) tax? 
 
WAC 458-20-193D states: 
 
 Transporting across the state's boundaries is exempt, whereas supplying such transporters 

with facilities, arranging accommodations, providing funds and the like, by which they 
engage in such commerce is taxable. 
 
Examples of Exempt Income: 
 
(1) Income from those activities which consist of the actual transportation of persons or 
property across the state's boundaries is exempt. 

 
Where a freight forwarder has the contractual responsibility to move the freight to its destination in 
interstate commerce it is an interstate carrier.  Any freight forwarder claiming the exemption must have 
the bill of lading indicating that the freight forwarder has common carrier responsibility to the consignor 
from point of origin in the state to the out-of-state consignee at an out-of-state delivery point or vice 
versa. 
 
Income earned by a freight forwarder from intrastate shipments is not exempt.  The fact that a freight 
forwarder owns no rolling stock and contracts with others for actual handling and transportation of the 
goods (including pickup and delivery) is immaterial to the exemption. 
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Business activities which give rise to tax liability to the State of Washington are: 
 
 (1) Storage charges and storage charges on incoming merchandise held more than 48 

hours.  (warehousing B&O.) 
 
 (2) Charges for local pickup and delivery services performed before the goods have 

reached the origin of the interstate bill of lading or after the goods have reached the 
destination indicated on the interstate freight bill.  (motor or urban transportation public 
utility tax.) 

 
 (3)  C.O.D. fees.  (service and other activities B&O.) 
 
 (4) The use tax applies to consumable supplies used by a local office such as freight bills, 

letterheads, stationery, envelopes, supplies, etc. 
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