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Taxable Transfers of Capital Assets

Are cash purchases of capital assets subject to retail sales tax and/or use tax where the purchase and sale
agreement provides for the future issuance of common stock in the purchasing organization to members of
the purchased organization?

Assume Cooperative Organization purchases all the capital assets of Co-Op for cash. Under the terms of
the agreement, the members of Co-Op will receive voting stock in Cooperative Organization after a brief
trial period of operation by Cooperative Organization. The former members of Co-Op were completely
divested of ownership and control of assets.

Therefore Cooperative Organization is purchasing the capital assets outright for cash and the former
members of Co-Op will not have unbroken and continuing control of and beneficial interest in the assets for
any period of time for any reason, the provisions of WAC 458-20-106(2) will not apply.

Cash purchases of capital assets of a corporation are subject to retail sales tax or use tax. The purchase is
for cash and taxable as a "sale at retail".
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To request this document in an alternate format, visit http://dor.wa.gov  General tax information is

and click on “contact us” or call 1-800-647-7706. Teletype (TTY) available on our website at
users may use the Washington Relay Service by calling 711. dor.wa.gov.

Questions? Complete the
online form at
dor.wa.gov/communications or
call 800-647-7706. If you want
a binding ruling from the
Department, complete the form
at dor.wa.gov/rulings.
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