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State of Missouri

RONALD D. GROMER,
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)



Petitioner,
)




)


vs.

)

No. 00-2488 RV




)

DIRECTOR OF REVENUE,
)




)



Respondent.
)

FINDINGS OF FACT AND CONCLUSIONS OF LAW


On October 5, 2000, Ronald D. Gromer filed a petition appealing the Director of Revenue’s denial of his application for a refund.  Gromer argues that an amount he received towards the purchase of a motor vehicle was a rebate, which is excluded from the amounts on which the sales tax is levied.  We convened a hearing on the petition on December 21, 2000.  Gromer presented his case.  Senior Counsel Harry D. Williams represented the Director.    

Findings of Fact

1. On January 3, 2000, Gromer purchased a 2000 Chevrolet Blazer, Vehicle Identification No. 1GNDT13WOY2130723, from a dealer.  The title application listed a purchase price of $28,265.72 before rebates of $3,447.29, for a net price of $24,818.43.  

2. On February 2, 2000, Gromer paid $1,048.58 in state sales tax and $744.55 in local sales tax on the Blazer, calculated on the listed $24,818.43 purchase price.  

3. By letter dated March 13, 2000, the dealer informed Gromer that he was due a further $1,000 against the price of the Blazer as a “GM Employee Bonus Cash incentive” (the $1,000).  The $1,000 was part of Gromer’s retirement benefits as a former General Motors employee.  The dealer included its check for $1,000.  

4. By refund claim dated April 15, 2000, Gromer sought a refund of the $72.25 in sales tax that he paid on the $1,000.  By decision dated August 9, 2000, the Director denied the refund claim.  

Conclusions of Law

We have jurisdiction to hear Gromer’s petition.  Section 621.050.
  

Sales tax is due on the purchase of a car, and is calculated on the purchase price.  Sections 144.020 and 144.070.  Because he paid tax on a price that included the $1,000, Gromer argues that he paid too much tax.  Gromer argues that the $1,000 was not part of the sales price and that he should have a refund of the sales tax he paid on the $1,000.  

Until 1994, all amounts, regardless of who paid them, were part of the purchase price if so listed on the title application.  In Ortbals v. Director of Revenue, 871 S.W.2d 435, 437 (Mo. banc 1993), the court held:

In this case, it is uncontested that the total amount paid to the dealer was $14,050 – a $13,550 cash payment by the Ortbals and an additional $500 by way of the assignment of the rebate or manufacturer’s incentive allowance by the Ortbals to the dealer.  By signing the application for title, the Ortbals certified that $14,050 was the “agreed upon” purchase price of the automobile.  The fact that part of the purchase price is paid through the medium of a rebate or manufacturer’s incentive allowance, as opposed to cash, is legally irrelevant.  The inclusion of the phrase, “regardless of the medium of payment therefor,” in § 144.070.2's definition of “purchase price” encompasses any form of payment used to satisfy the contract price. 

The court expressly held: 

[A] rebate from a manufacturer paid to a purchaser reduces the purchaser’s net cost, but that rebate does not reduce the purchase price between the purchaser and the dealer.  We hold, therefore, that the $500 assignment was not a reduction in the purchase price.   

Id. (emphasis added).  

The year after that decision, the General Assembly amended section 144.025 to its current form:

Where the purchaser of a motor vehicle . . . receives a rebate from the seller or manufacturer, the tax imposed by sections 144.020 and 144.440 shall be computed only on that portion of the purchase price which exceeds the amount of the rebate[.]

Reading the current section 144.025 against the Ortbals decision, we conclude that the statute’s purpose is to reduce the purchase price between the purchaser and the dealer, not by all third-party payments, but by the amount of any “rebate” from the dealer or manufacturer.  

In determining whether the $1,000 is a “rebate” within that exemption, we construe the exemption narrowly, but not in its strictest and narrowest sense.  St. John’s Medical Center v. Spradling, 510 S.W.2d 417 (Mo. 1974).  We read it in a “reasonable, natural and practical interpretation in light of modern conditions in order to effectuate the purpose for which the exemption is granted.”  Barnes Hosp. v. Leggett, 646 S.W.2d 889, 893 (Mo. App., E.D. 1983).  We consider its language in its plain or ordinary and usual sense.  Section 1.090.  The meaning of rebate is “a return of a part of a payment.”  MERRIAM-WEBSTER'S COLLEGIATE DICTIONARY 974 (10th ed. 1993) (emphasis added).  

The Director argues that the $1,000 is not “a rebate from the . . . manufacturer” within the meaning of that statute because the manufacturer offered it to retirees instead of to the general 

public, as a retirement benefit instead of as a sales promotion.  We find no support for the distinction the Director proffers in the statute or in the dictionary definition.  Neither one distinguishes the buyer who purchases after working for the manufacturer from the buyer who purchases during a sales promotion.  

The difference between a rebate under section 144.025 and any other third-party payment is not in the nature of the buyer, but in the nature of the transaction.  Under the dictionary definition, the buyer cannot get a rebate without paying the purchase price.  Under section 144.025, the rebate may come only from the dealer or the manufacturer.  The Director’s Regulation 12 CSR 10-3.023(1) supports that reading.  It provides: 

On all sales occurring on or after August 28, 1994, rebates offered by a motor vehicle dealer or manufacturer may be used as a credit to reduce the amount of sales tax due by a purchaser upon titling a vehicle. . . .  The purchase price on the Purchase Price line of the title application should include all receipts that the dealer received less any rebates . . . as a result of the sale of a motor vehicle.

(Emphasis added.)    

The $1,000 is within those terms.  As Gromer stated at the hearing: 

Only thing I have to say, if I hadn’t bought the vehicle, I wouldn’t have got the thousand dollar rebate.

In other words, the manufacturer sent part of the purchase price to Gromer because – and only because – Gromer purchased the Blazer.  Accordingly, the $1,000 was a rebate under section 144.025, which reduced the purchase price by a further $1,000 than what the title application showed.  Therefore, we conclude that Gromer is entitled to a sales tax refund on the $1,000 in the amount of  $72.25.


In his communications with the Director, Gromer seeks interest and penalties on the refund.  Section 144.190.2 provides interest on refunds of amounts erroneously collected.  The statutes do not provide for penalties on the refund.  

Summary


Gromer is entitled to a sales tax refund of $72.25, with interest.    


SO ORDERED on May 7, 2001.



________________________________



KAREN A. WINN



Commissioner

�Statutory references are to the 2000 Revised Statutes of Missouri.


�S. 477, 87th Gen. Assem., 2d Reg. Sess. (1994 Mo. Laws 468).


�Tr. at 12.  
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