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Brief Description: Modifying the taxation of wholesale sales of new motor vehicles.

Sponsors: Representatives Fromhold, Roach and Condotta

Brief Summary of Bill

Exempts new car dealers from business and occupation tax on wholesales of new motor
vehicles to other new car dedlers.

Hearing Date: 1/22/04
Staff: Rick Peterson (786-7150).
Background:

Washington's magjor business tax is the business and occupation (B&O) tax. The B& O tax is
imposed on the gross receipts of business activities conducted within the state, without any
deduction for the costs of doing business. Although there are several different rates, the rate on
wholesaling is 0.484 percent and the rate on retailing is 0.471 percent.

Motor vehicle deders are exempt from B& O tax on wholesales of used vehicles at auto auctions.
New car dealers are exempt on wholesales of new motor vehiclesto other new car dealersif the
transaction enables dealers to adjust their inventory. The price may not exceed the acquisition
cost to the selling dealer plus any car preparation expenses.

Summary of Bill:

New car dealers are exempt from B& O tax on wholesales of new motor vehicle to other new car
deders selling vehicles of the same make. The requirements that the purpose of the saleisfor
inventory adjustment and the price is limited to cost are eliminated.

Appropriation: None.
Fiscal Note: Available.

Effective Date: The bill contains an emergency clause and takes effect immediately.
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