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Excise Tax Advisory


Excise Tax Advisories (ETA) are interpretive statements issued by the Department of Revenue under authority of RCW 34.05.230.   ETAs explain the Department’s policy regarding how tax law applies to a specific issue or specific set of facts.  They are advisory for taxpayers; however, the Department is bound by these advisories until superseded by Court action, Legislative action, rule adoption, or an amendment to or cancellation of the ETA. 


NUMBER: 300.04.219



                     CONVERSION DATE: July 1, 1998



This ETA is cancelled effective February 2, 2009 and reissued under the 3000 series.  

See ETA 3001 for a cross-reference to the new series.

PATRONAGE DIVIDENDS OF COOPERATIVE ASSOCIATIONS

Issued December 16, 1966


May a cooperative selling corporation treat patronage dividends as exempt discounts when reporting Business and Occupation Tax and Retail Sales Tax liability?


Taxpayer, a cooperative selling corporation comprised of several franchise dealers, set up refunds as patronage dividends to comply with the Robinson-Patman Act.  This federal act prohibits discrimination in rebates and discounts, but allows a cooperative association to return to its members net earnings resulting from trading operations in proportion to purchases from or through the association.


Each purchase was invoiced to the member at suggested wholesale price with net price to the taxpayer also indicated.  Every month members paid a regular flat fee plus a fixed percentage assessed on volume of purchases for payment of operational expense.  Refunds of the difference between suggested wholesale price and the net cost were made to members quarterly. The taxpayer contended that the refunds were not patronage dividends but were deductible trade discounts.


Rule 219 states that patronage dividends declared by cooperative selling associations are not deductible in contributing tax liability under either Business and Occupation Tax or Retail Sales Tax.  The Tax Commission held that patronage dividends are a way of giving members of a cooperative an advantageous price, but Rule 219 intends that such price advantage shall be taxed to the cooperative.  Since the taxpayer carefully and deliberately operated so that the refunds qualified as patronage dividends under federal law, it was not allowed to contend the refunds were not patronage dividends under Washington law.  (Letter.)
	
	

	
ETBS have been made Excise Tax  Advisories, and have retained their old number.   Advisories with a 2 (plus three digits) are new advisories, ETBs that have been revised and readopted after review under the Department’s regulatory improvement program, or advisories that have been revised and/or readopted. 

To inquire about the availability of receiving this document in an alternate format for the visually impaired or language other than English, please call (360)753-3217.  Teletype (TTY) users please call 1-800-451-7985.
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