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EXPEDITED RULE MAKING 

CODE REVISER USE ONLY 

CR-105 (June 2024) 
(Implements RCW 34.05.353) 

Agency: Washington State Department of Revenue 

Title of rule and other identifying information: (describe subject) WAC 458-20-258 Travel agents and tour operators. This 
rule describes the business and occupation (B&O) tax, and retail sales and use tax reporting responsibilities of persons 
providing travel agent or tour operator services. A travel business may include both travel agent and tour operator activities. 

Purpose of the proposal and its anticipated effects, including any changes in existing rules: The Department of 
Revenue intends to update and amend the above rule to recognize 2019 legislation, ESSB 6004 (2019) and the later 
technical correction to this legislation in 2021, ESSB 5251 (2021). The 2019 legislation establishes two different tax rates for 
travel businesses depending on their prior year gross income. The 2021 technical correction clarifies that a taxpayer 
determines their tax rate for the current calendar year by examining their prior calendar year income from travel business 
activities.  

Reasons supporting proposal: The Washington State Legislature enacted a statutory change in 2019 that establishes two 
different tax rates for this business activity. Businesses that earned $250,000 or less in the prior calendar year from travel 
business activities pay a rate of 0.275% on income reported in the current calendar year. Businesses that earned more than 
$250,000 in the prior calendar year must pay a rate of 0.9% on their travel business income in the current year.  

Statutory authority for adoption: RCW 82.01.060, RCW 82.32.300 

Statute being implemented: RCW 82.04.260 

Is rule necessary because of a: 

Federal Law? ☐ Yes ☒ No

Federal Court Decision? ☐ Yes ☒ No

State Court Decision? ☐ Yes ☒ No

If yes, CITATION: 

Name of proponent: (person or organization) Department of Revenue ☐ Private

☐ Public

☒ Governmental

Name of agency personnel responsible for: 

Name Office Location Phone 

Drafting: Sam McMahan 6400 Linderson Way SW, Tumwater, WA (360) 705-6629

Implementation: Jeannette Gute 6400 Linderson Way SW, Tumwater, WA 360-534-1599

Enforcement: Jeannette Gute 6400 Linderson Way SW, Tumwater, WA 360-534-1599

Agency comments or recommendations, if any, as to statutory language, implementation, enforcement, and fiscal 
matters: None  
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Expedited Adoption - Which of the following criteria was used by the agency to file this notice: 

☐ Relates only to internal governmental operations that are not subject to violation by a person;

☒ Adopts or incorporates by reference without material change federal statutes or regulations, Washington state statutes,

rules of other Washington state agencies, shoreline master programs other than those programs governing shorelines of
statewide significance, or, as referenced by Washington state law, national consensus codes that generally establish industry
standards, if the material adopted or incorporated regulates the same subject matter and conduct as the adopting or
incorporating rule;

☐ Corrects typographical errors, make address or name changes, or clarify language of a rule without changing its effect;

☐ Content is explicitly and specifically dictated by statute;

☐ Have been the subject of negotiated rule making, pilot rule making, or some other process that involved substantial

participation by interested parties before the development of the proposed rule; or

☐ Is being amended after a review under RCW 34.05.328.

Expedited Repeal - Which of the following criteria was used by the agency to file notice: 

☐ The statute on which the rule is based has been repealed and has not been replaced by another statute providing

statutory authority for the rule;

☐ The statute on which the rule is based has been declared unconstitutional by a court with jurisdiction, there is a final

judgment, and no statute has been enacted to replace the unconstitutional statute;

☐ The rule is no longer necessary because of changed circumstances; or

☐ Other rules of the agency or of another agency govern the same activity as the rule, making the rule redundant.

Explanation of the reason the agency believes the expedited rule-making process is appropriate pursuant to RCW 
34.05.353(4): The expedited rule-making process is appropriate because the Department is incorporating 2019 and 2021 
legislation into the rule. 

NOTICE 

THIS RULE IS BEING PROPOSED UNDER AN EXPEDITED RULE-MAKING PROCESS THAT WILL ELIMINATE THE 
NEED FOR THE AGENCY TO HOLD PUBLIC HEARINGS, PREPARE A SMALL BUSINESS ECONOMIC IMPACT 
STATEMENT, OR PROVIDE RESPONSES TO THE CRITERIA FOR A SIGNIFICANT LEGISLATIVE RULE.  IF YOU 
OBJECT TO THIS USE OF THE EXPEDITED RULE-MAKING PROCESS, YOU MUST EXPRESS YOUR OBJECTIONS IN 
WRITING AND THEY MUST BE SENT TO 

Name: Sam McMahan 

Agency: Department of Revenue 

Address: PO Box 47467, Olympia, WA 98504-7467 

Phone: 360-534-1584 

Fax: 360-534-1606 

Email: samm@dor.wa.gov 

Other:   

BEGINNING (date/time)  February 25, 2025 (12:00 am)     AND RECEIVED BY (date/time)  May 5, 2025 (11:59 pm) 

Date: February 25, 2025 

Name: Brenton Madison 

Title: Rules Coordinator 

Signature: 



AMENDATORY SECTION (Amending WSR 15-22-065, filed 11/2/15, effective
12/3/15)

WAC 458-20-258  Travel agents and tour operators.  (1) Introduc-
tion. This rule describes the business and occupation (B&O) tax, and
retail sales and use tax reporting responsibilities of persons provid-
ing travel agent or tour operator services. A travel business may in-
clude both travel agent and tour operator activities.

(a) References to related rules. The department of revenue
(department) has adopted other rules that readers may want to refer
to:

(i) WAC 458-20-111 (Advances and reimbursements);
(ii) WAC 458-20-183 (Amusement, recreation, and physical fitness

services);
(iii) WAC 458-20-19401 (Minimum nexus thresholds for apportiona-

ble activities); and
(iv) WAC 458-20-19402 (Single factor receipts apportionment—Gen-

erally).
(b) Rule examples. This rule includes a number of examples that

identify a set of facts and then state a conclusion. These examples
are only a general guide. The department will evaluate each case on
its particular facts and circumstances and apply both this rule and
other statutory and common law authority.

(2) Travel agents.
(a) Definitions. For purposes of this rule:
(i) A "travel agent" is a person engaging in the business activi-

ty of arranging travel including, but not limited to, transportation,
lodging, meals, or other similar service that is purchased by the cus-
tomer from the service provider and where the travel agent merely re-
ceives a commission for arranging the customer's service.

(ii) A "commission" is the fee or percentage of the price charged
by a service provider to a customer that the travel agent receives
from the service provider as compensation for arranging the purchase
of the service by the customer. A commission also includes any addi-
tional fee charged by the travel agent to the customer that the travel
agent receives as compensation for arranging the purchase of the serv-
ice by the customer.

(b) Taxability of income from travel agent services.
((Travel agent services.)) The gross income for engaging in busi-

ness as a travel agent is the commissions received, which is subject
to the travel agent/tour operator B&O tax classification. The gross
amount of the commissions is taxable, without any deduction for the
cost of materials used, labor costs, interest, discount, delivery
cost, taxes, losses, or any other expense.

Example 1: Travel Agent books an airplane ticket for Jane in
Jane's name. The cost of the ticket is $250, which is paid by Jane.
Travel Agent receives $25 from the airline for providing the service.
Travel Agent is at no time personally liable for the ticket price. The
$25 commission received by Travel Agent is subject to the travel
agent/tour operator B&O tax classification.

(i) Tax rate for tax periods prior to July 1, 2019. The B&O tax
rate on income derived from travel agent and/or tour operator services
was 0.275%.

(ii) Tax rates for tax periods after June 30, 2019.
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(A) Tax rate for annual taxable amounts of $250,000 or less. The 
B&O tax rate on income derived from travel agent and/or tour operator 
services is 0.275% if the travel agent's annual taxable amount from 
providing travel agent or tour operator services, or both, was 
$250,000 or less in the prior calendar year.

(B) Tax rate for annual taxable amounts of more than $250,000. 
The B&O tax rate on income derived from travel agent and/or tour oper-
ator services is 0.9% if the travel agent/tour operator's annual taxa-
ble amount from providing travel agent or tour operator services, or 
both, was more than $250,000 in the prior calendar year.

Example 2: In 2019, ABC Travel Agency's annual gross income from 
providing travel agent and tour operator services was $260,000. There-
fore, in 2020, ABC Travel Agency will be subject to B&O tax at a rate 
of 0.9% on its income from providing travel agent and tour operator 
services.

Example 3: Evergreen Travel (Evergreen) provides travel agent 
services and sells coffee at its SeaTac location. In 2020, Evergreen's 
gross income for all business activities was $300,000. Of that amount, 
$250,000 was for providing travel agent services. Evergreen did not 
exceed $250,000 in travel agent service income in 2020. Therefore, in 
2021, Evergreen's travel agent service income will be subject to B&O 
tax at a rate of 0.275%.

(c) Other income. Income from other business activities is sub-
ject to tax under the appropriate B&O tax classification, such as 
service and other business activities B&O tax classification or re-
tailing B&O tax classification, as the case may be. If the sale is a 
retail sale, retail sales tax must be collected unless the sale is 
specifically exempt by law. See subsection (3) of this rule for an ex-
planation of the taxability of tour operator activities and subsection 
(4) of this rule for an explanation of the taxability of other poten-
tial income generating activities.

(d) Taxability of purchases. A travel agent is the consumer of 
tangible personal property or retail services the travel agent purcha-
ses or uses in providing travel agent services. If the travel agent 
does not pay retail sales tax to the seller of the property or serv-
ices, the travel agent must remit retail sales (commonly referred to 
as "deferred sales tax") or use tax directly to the department.

Example ((2)) 4: TTT Travel Services (TTT) has a booking arrange-
ment with its charter air and bus transportation service providers, 
under which TTT receives from the providers 10% of the selling price 
of each ticket sold. TTT charges its customers the face value of each 
ticket sold.

(i) If TTT, in its capacity as agent for Susan Smith, arranges 
the purchase of Susan's air transportation from XY Airlines for $500, 
the $50 TTT receives from XY Airlines is considered commission income 
subject to the travel agent/tour operator B&O tax classification.

(ii) TTT has a policy requiring customers to pay a 10% nonrefund-
able down payment for a tour, with the remaining balance due 15 days 
before departure. If a customer fails to pay the remaining balance or 
cancels the tour, TTT retains the 10% down payment. Any down payment 
retained by TTT is included in the gross income of the business and 
subject to the travel agent/tour operator B&O tax classification.

Example ((3)) 5: SSS Travel Services (SSS) offers a Washington 
state tour. The tour package consists of lodging and bus transporta-
tion services, which are reserved by SSS, but SSS has no liability for 
any lodging or bus tickets not sold by SSS to customers.
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SSS sells a tour package to Jane and also arranges air transpor-
tation to the site where the tour begins. Jane pays $300 for the air-
line ticket and SSS receives a $30 fee (10% of the airfare) from the 
airline for booking the flight. Further, SSS collects $600 from Jane 
for the lodging, only paying $500 over to the lodging providers and 
collects $400 for the bus transportation but only pays over to the 
transportation providers $360.

SSS's gross income from travel agent/tour operator activities is 
$170, which is subject to the travel agent/tour operator B&O tax clas-
sification. This total of $170 income consists of the $30 commission 
from the airline, $100 retained from the sale of the lodging, and $40 
retained from the sale of the bus transportation.

(3) Tour operators.
(a) Definitions.
(i) A "tour operator" is a person engaging in the business activ-

ity of providing tours directly or through third-party providers in-
cluding, but not limited to, transportation, lodging, meals and other 
associated services that are purchased by the customer. The tour oper-
ator generally either purchases or provides some or all of the serv-
ices offered, and is itself liable for paying for any services it pur-
chases.

(ii) "Day trips for sightseeing purposes" is a business activity 
of providing directly or through third-party providers, sight-seeing 
tours lasting less than twenty-four hours to consumers. Day trips for 
sightseeing purposes are taxable as "amusement and recreation serv-
ices" subject to the retailing B&O tax classification and retail sales 
tax as provided in RCW 82.04.050 (15)(a) and 82.08.020, respectively. 
Information regarding amusement and recreation services is provided in 
WAC 458-20-183.

(iii) A "pass-through expense" is an amount received by a tour 
operator from a customer where the tour operator is acting solely as 
agent of the customer in purchasing services from a service provider. 
The customer, not the tour operator is liable for payment of the serv-
ice provider's charge. The tour operator cannot be primarily or secon-
darily liable for the charge, other than as agent for the customer. 
Information regarding advances and reimbursements is provided in WAC 
458-20-111.

(b) Taxability of income from tour operator services.
((Tour operator services.)) The gross income received for engag-

ing in business as a tour operator is subject to the travel agent/tour 
operator B&O tax classification. There is no deduction allowed for the 
cost of materials used, labor costs, discounts, taxes, losses, or any 
other expense to the tour operator. Amounts received from the customer 
for pass-through expenses are not included as a part of gross income.

Example ((4)) 6: TTT Travel Services (TTT) offers a Washington 
state tour priced at $1,500. The tour package consists of air trans-
portation, lodging, and bus transportation. TTT is liable for paying 
the service providers, even if a customer fails to pay TTT for a re-
served tour. The gross income of the business is the total tour sales 
price received, $1,500, and is subject to the travel agent/tour opera-
tor B&O tax classification.

(i) Tax rate for periods prior to July 1, 2019. The B&O tax rate 
on income derived from tour operator activities was 0.275%.

(ii) Tax rates for periods after June 30, 2019.
(A) Tax rate for annual taxable amounts of $250,000 or less. The 

B&O tax rate on income derived from travel agent and/or tour operator 
services is 0.275% if the travel agent/tour operator's annual taxable 
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amount from providing travel agent or tour operator services, or both, 
was $250,000 or less in the prior calendar year.

(B) Tax rate for annual taxable amounts of more than $250,000. 
The B&O tax rate on income derived from travel agent and/or tour oper-
ator activities is 0.9% if the travel agent/tour operator's annual 
taxable amount from providing travel agent or tour operator services, 
or both, was more than $250,000 in the prior calendar year.

Example 7: Chinook Travel (Chinook) provides tours of Washington 
state and travel agent services. In 2019, Chinook's gross income from 
providing tours and travel agent services was $260,000. In 2020, Chi-
nook's gross income from providing tours and travel agent services was 
$200,000. Therefore, in 2020, Chinook will be subject to B&O tax at a 
rate of 0.9% on its income from providing tours and travel agent serv-
ices in 2020. In 2021, Chinook will be subject to B&O tax at a rate of 
0.275% because its prior year income from providing tours and travel 
agent services did not exceed $250,000.

(c) Other income. Income from other business activities is sub-
ject to tax under the appropriate B&O classification, such as the 
service and other business activities classification or retailing 
classification, as the case may be. If the sale is a retail sale, re-
tail sales tax must be collected unless specifically exempt by law. 
See subsection (2) of this rule for an explanation of the taxability 
of travel agent activities and subsection (4) of this rule for an ex-
planation of the taxability of other potential income-generating ac-
tivities.

(d) Taxability of purchases. A tour operator is the consumer of 
tangible personal property or retail services the tour operator pur-
chases or uses in a tour operator's business. If the tour operator 
does not pay retail sales tax to the seller of the property or serv-
ices, the tour operator must remit retail sales (commonly referred to 
as "deferred sales tax") or use tax directly to the department.

(4) Taxability of other income. A travel agent or tour operator 
may derive income from business activities other than as a travel 
agent or tour operator. The gross income from these other business ac-
tivities is subject to other B&O tax classifications and retail sales 
tax, as provided by law.

Examples of other income that a travel agent or tour operator may 
receive include:

(a) Sales of tangible personal property, such as a gift or mer-
chandise to customers. Gross proceeds from these sales are subject to 
retailing B&O tax classification and the travel agent/tour operator 
must collect and remit retail sales tax, unless specifically exempt by 
law.

(b) Management, financial, and administrative services provided 
to an affiliated company. Gross income from these activities is sub-
ject to the service and other business activities B&O tax classifica-
tion, even if the affiliated company is engaged in business as a trav-
el agent or tour operator.

(c) Incentive payments or other referral fees. Gross income from 
the activities of making referrals for other providers or of using 
products or services of other providers is subject to the service and 
other business activities B&O tax classification. This includes pay-
ments to travel agents from businesses providing global distribution 
systems used to store and retrieve information and conduct transac-
tions related to travel services provided by hotels, airlines, rental 
car companies, and other travel-service providers.
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Example ((5)) 8: TTT Travel Services (TTT) is hired to purchase 
an airline ticket for a customer. TTT uses Global Distribution Systems 
Company (GDS) to purchase the airline ticket from Airways Company. 
Airways Company pays GDS a commission for booking the airline ticket. 
GDS then pays TTT a fee for TTT using its global distribution systems. 
The fee to TTT is based on a percentage of the commission GDS received 
from Airways Company. The fee received by TTT from GDS is subject to 
the service and other business activities B&O tax classification.

Example ((6)) 9: TTT Travel Services (TTT) is hired to book an 
airline ticket for a customer. After locating an XY Airlines flight 
the customer wants, TTT purchases the ticket in the name of the cus-
tomer. XY Airlines agrees that TTT has no liability to pay for the 
flight and that the customer alone is liable to pay for the flight. 
The customer agrees that TTT has no liability for providing the pur-
chased service and the customer will not be entitled to a refund from 
TTT if the flight is canceled. In these circumstances, TTT may exclude 
the amount of the ticket for its customer from its taxable gross in-
come. However, if TTT Travel provided XY Airlines with a guarantee of 
payment, then TTT would have a secondary liability to pay for the 
ticket and would not be entitled to exclude the amount from gross in-
come.

TTT must include as gross income all commission income received 
from XY Airlines, the service provider, for booking the air transpor-
tation, whether paid by the customer or the service provider. Any ad-
ditional fees for other activities are subject to the service and oth-
er business activities B&O tax classification.

Example ((7)) 10: TTT Travel Services (TTT) offers a Washington 
state tour priced at $1,500. The tour package consists of air trans-
portation, lodging, and bus transportation. TTT is liable for paying 
the service providers, even if a customer fails to pay TTT for a re-
served tour. The gross income of the business is the total tour sales 
price received, $1,500, and is subject to the travel agent/tour opera-
tor B&O tax classification.

Example ((8)) 11: TTT has a policy requiring customers to pay a 
10% nonrefundable down payment for a tour, with the remaining balance 
due 15 days before the departure. If a customer fails to pay the re-
maining balance or cancels the tour, TTT retains the 10% down payment. 
Any down payment retained by TTT is included in the gross income of 
the business and subject to the travel agent/tour operator B&O tax 
classification.

Example ((9)) 12: SSS Travel Services (SSS) offers a tour package 
and also arranges transportation to the site where the tour begins. 
The tour package includes a $300 airline ticket, $600 in lodging and 
$400 for bus transportation. SSS secondarily guarantees only the 
((airline)) lodging payment. SSS's gross income ((from the air fare is 
$300. If SSS purchases the lodging from Great Hotels to sell in its 
tour packages, it will include in gross income the price of the lodg-
ing purchased from Great Hotels that it resells to its tour package 
customers)) is $600 (from the lodging).

(5) Apportionment. Persons engaged in business as a travel agent 
or tour operator both inside and outside the state may be eligible to 
apportion gross income reportable under the travel agent/tour operator 
B&O tax classification. WAC 458-20-19401 and 458-20-19402 provide 
guidance on apportionment methods that may be appropriate for a travel 
agent or tour operator that has substantial nexus with other states.
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