This rule was in effect 7/1/70 to 5/1/99.


WAC 458-20-216  SUCCESSORS, QUITTING BUSINESS. 

Whenever any taxpayer quits business, sells out, exchanges or otherwise disposes of his business or his stock of goods, any tax payable hereunder shall become immediately due and payable, and such taxpayer shall, within ten days thereafter, make a return and pay the tax due.  Any person who becomes a successor to such business shall become liable for the full amount of the tax and withhold from the purchase price a sum sufficient to pay any tax due from the taxpayer until such time as the taxpayer shall produce a receipt from the department of revenue showing payment in full of any tax due or a certificate that no tax is due.  If the tax is not paid by the taxpayer within ten days from the date of sale, exchange or disposal, the purchaser or successor shall become liable for the payment of the full amount of tax.  The payment thereof by the purchaser or successor shall, to the extent thereof, be deemed a payment upon the purchase price.  If such payment is greater in amount than the purchase price, the amount of the difference shall become a debt due the purchaser or successor from the taxpayer.
A successor shall not be liable for any tax due from the person from whom he has acquired a business or stock of goods, if he gives written notice to the department of such acquisition and no assessment is issued by the department within six months of receipt of such notice against the former operators of the business and a copy thereof mailed to such successors.
The word "successor" means any person who shall, through direct or mesne conveyance, purchase or succeed to the business, or portion thereof, or the whole or any part of the stock of goods, wares, merchandise or fixtures or any interest therein of a taxpayer quitting, selling out, exchanging or otherwise disposing of his business.  Any person obligated to fulfill the terms of a contract shall be deemed a successor to any contractor defaulting in the performance of any contract as to which such person is a surety or guarantor.
The work "successor" includes all persons who acquire the taxpayer's equipment or merchandise in bulk, whether they operate the business or not, unless the property is acquired through insolvency proceedings or regular legal proceedings to enforce a lien, security interest, judgment, or repossession under a security agreement.  The following factual situations illustrate the application of the foregoing:
(1) Taxpayer sells business and stock of goods. Purchaser is the successor.
(2) Taxpayer sells stock of goods in bulk.  Purchaser is the successor, even though taxpayer continues in business through purchase of new stock.
(3) Taxpayer sells business, including fixtures, good will, etc., to one party and his stock of goods to another.  Both purchasers are successors.
(4) Taxpayer sells one branch of the business and stock of goods, and continues to carry on his business at other locations. Purchaser is successor to the portion of the business purchased and liable for any tax incurred in the operation of that business.
(5) Taxpayer leaves business, including fixtures and stock of goods, which his landlord holds for unpaid rent.  The landlord will be a successor unless he proceeds to foreclose his landlord's lien by posting notice and holding a sale by the sheriff.
(a) If the landlord, instead of foreclosing his lien, takes a bill of sale to all of the taxpayer's interest in the business or stock of goods in satisfaction of rent, he is a successor.
(b) If the landlord fails to foreclose his lien and sells the fixtures or stock of goods and the purchaser continues the business or a similar business, the purchaser is a successor.
(c) If the taxpayer does not leave any fixtures or stock of goods and the landlord engages in a like business in the same location or rents to a third person, neither the landlord nor the third person is a successor.
(6) Taxpayer purchases business, equipment, or stock of goods under a security agreement and the property is repossessed by the vendor, the vendor is not a successor.
(a) If the vendor sells to a third person who continues the business, the third persons is not a successor.
(b) If the taxpayer sells his equity under the security agreement to a third person, the third person is a successor.
(c) If the property is not repossessed and the vendor buys back the interest of the taxpayer, the vendor is a successor, and any third person who purchases the same from such vendor and continues the business is also a successor.
(7) Taxpayer dies or becomes bankrupt, goes into receivership, or makes an assignment for the benefit of creditors.
(a) The executor, administrator, trustee, receiver, or assignee is not a successor but stands in the place of the taxpayer and is responsible for payment of tax out of the proceeds derived upon disposition of the assets.
(b) A purchaser from the executor, administrator, trustee, receiver, or assignee is not a successor, unless under the terms of the purchase agreement he assumes and agrees to pay taxes and/or lien claims.
(8) Taxpayer is a contractor and is required to post a bond to insure completion of the contract.  Taxpayer defaults on the contract and the bonding company completes it.  The bonding company is a successor to the contractor to the extent of the contractor's liability for that particular contract and is also liable for taxes incurred in the completion of the contract.
BULK TRANSFERS.  Under chapter 62A.6 RCW persons whose principal business is the sale of merchandise from stock (including manufacturers) who transfer
(1) A major part of the materials, supplies, merchandise or other inventory of the business; or
(2) All or substantially all of the equipment of the business are required to furnish to the transferee a sworn list of all creditors, showing their names, addresses, and amounts owed.  The parties (both the transferor and transferee) are then required to prepare a schedule of property being transferred, the schedule to be sworn to by the transferor.  The list of creditors and schedule of property must be
(a) Preserved by the transferee for 6 months available for inspection and copying by any creditor,
(b) Filed by the transferee with the county auditor, and
(c) Served by the transferee on the department of revenue.
In addition to the foregoing, the transferee must, at least 10 days prior to taking possession of the goods or making payment for them, give notice of the transfer to
(1) All persons shown on the list of creditors,
(2) Any other persons known to hold or assert claims against the transferor, and
(3) The department of revenue.
The notice to creditors must also be filed with the county auditor and shall state
(1) That a bulk transfer is about to be made,
(2) Names and business addresses of the transferor and transferee,
(3) Whether debts of the transferor will be paid in full as they fall due and if so (a) the location and general description of the property to be transferred, (b) the estimated total of the transferor's debts, and (c) certain other information specified by RCW 62A.6-107.
Revised June 1, 1970. 

[Order ET 70-3, '458-20-216 (Rule 216), filed 5/29/70, effective 7/1/70.]


