Sales and Use Taxes for Nonprofit

and Exempt Organizations

California State
Board of Equalization




Written Responses

For Specific Sales and Use Tax Questions
Write to:

Board of Equalization

Audit and Information Section
450 N Street, MIC:44
Sacramento, CA 95814



Course Objectives

 How Sales and Use Tax Law impacts nonprofit and
faith-based organizations

 How and where to get help




Board of Equalization Functions

o Administers more than 25 different tax and fee
programs for the state.

 Produced more than $53 billion in revenue for state
and local government in 2007-08.

 Funding supports education, health care, public
safety, transportation, social services, etc.



No Blanket Exemption

 |n general, no blanket exemption from sales or use
tax exists for nonprofit or charitable organizations.

 The organization’s sales of tangible personal
property are subject to tax.

 The organization’s purchases of tangible personal
property, including supplies are subject to tax.



What Is a Person?

Any Individual, firm, partnership, joint venture,
limited liability company, association, social club,
fraternal organization, corporation, estate, trust,
business trust, receiver, assignee for the benefit of
creditors, trustee, trustee in bankruptcy, syndicate,
the United States, this state, any county, city and
county, municipality, district, or other political
subdivision of the state, or any other group or
combination acting as a unit.



What Is Tangible Personal Property?

Personal property, which may be seen, weighed,
measured, felt, or touched, or which is in any other

manner perceptible to the senses.
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What Is a Sale?

Any transfer of title or possession of tangible
personal property for a consideration, regardless
of when payment Is received.




Who Is a Retaller?

Every seller who makes any retail sale or sales of
tangible personal property, and every person
engaged in the business of making retail sales at
auction of tangible personal property owned by the
person or others.




Who Is a Consumer?

One that acquires goods or services for direct use
or ownership rather than for resale.




Sales Tax vs. Use Tax

The tax rate Is the same for sales tax and use tax

Sales Tax
e Tax imposed on retailer

o Seller reports and pays the sales tax due on items
sold at retail in California

e Tax measured by the gross receipts from the sale

Original Price $10.00
Special Price for Fair $ 5.00
Tax Applies Only to: $ 5.00



Sales Tax vs. Use Tax

The tax rate Is the same for sales tax and use tax

Use Tax
e Tax imposed on consumer

« Consumer owes and pays the use tax due on items
purchased without payment of sales tax

e Tax measured by purchase price

o Out-of-state retailers engaged in business in
California must collect and pay
use tax on items sold
In California




Sales by Nonprofit Organizations

e General Rule = Sales are Taxable
e Statutory Consumer
« Specific Exemption



General Rule:

Sales are taxable even If...

. ne item Is donated or homemade

. ne item Is bartered or traded

 The proceeds benefit the organization

« The money received is designated as a donation
or gift




Exemptions for

Certain Consumers

« Nonprofit parent-teacher associations
« Qualified nonprofit youth organizations
e Parent cooperative nursery schools

* Nonprofit veterans’ organizations

* Friends of the Library




Taxable Activities

Raffles
*Foo0d sales

*Auctions
(and silent auctions)

‘Rummage sales

Bazaars
eCarnival booths

*VVending machine
sales

e|nternet sales




Sales of Food “To GO~

at Fundraising Events

Type of food: Cold Beverages
Is sale usually taxable? No
Exceptions:
e Tax applies to the sale of alcoholic and carbonated
beverages
 May be taxable when sold in
a combination package

Taxable —»



Sales of Food “To GO~

at Fundraising Events

Type of food: Cold food
(candy, snack food, produce, etc.)
Is sale usually taxable? No
Exception:
May be taxable when sold in a combination package




Sales of Food “To GO~

at Fundraising Events

Type of food: Hot prepared food

Is sale usually taxable? Yes

Exception:
*Tax does not apply to sales of individual hot drinks
and bakery goods

Taxable Bty
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Sales of Food “To GO~

at Fundraising Events

Type of food: Combination packages
Is sale usually taxable? Yes

*Application of tax depends on contents of package




Sales of Combination Food Packages

“To Go” at Fundraising Events

When a combination food package includes:
* A hot, prepared food product or hot beverage and

any other food item

— Examples: Hot coffee and a sandwich; hot soup and
a cold sandwich

Tax applies to full selling price
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Sales of Combination Food Packages

“To Go” at Fundraising Events

When a combination food package includes:

e Cold food products only
— Example: Cold sandwich, chips, and an apple

Tax does not apply




Sales of Combination Food Packages

“To Go” at Fundraising Events

When a combination food package includes:

e A carbonated beverage and one or more cold food
items

— Example: Cold sandwich , chips, candy, and a soft drink

Tax applies only to the portion of
the selling price that represents
the charge for the

carbonated beverage




Sales of Food for Consumption

On-site at Fundraising Events

Type of sale, location:

 Meals served at fundraising events
Is sale usually taxable?

e Yes




Sales of Food for Consumption

On-site at Fundraising Events

Type of sale, location:

* Food sold where admission is charged
Is sale usually taxable?

e Yes
Exception:

e Cold food sold in a form or quantity that buyers
would normally take home




Sales of Food for Consumption

On-site at Fundraising Events

Type of sale, location:

* Food sold where dining facilities are provided
Is sale usually taxable?

* Yes
Exception:

e Cold food sold in a form or quantity that buyers
would normally take home




Sales of Food for Fundraising

Fund Raising Dinners
e Taxable

* Generally, the person serving the meal Is
responsible for the tax

If a caterer serves the meal, the caterer iIs the retailer
and is responsible for the tax
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Certain Nonprofit Activities

are Nontaxable

e Advertising for inclusion in a newsletter or
publication, etc.

o Gift Cards/Certificates
o Show Tickets

« Movie Tickets

e Coupon Books



ltems Donated by Business from

Resale Inventory

ltems withdrawn from resale Inventory and
donated to certain nonprofit, government, or
qgualified religious organizations without prior use
are not subject to use tax by the business making

the donation.



501(c)(3) Publications

Tax Does Not Apply if the publication is regularly
Issued (averaging at least 4 issues a year)

« Distributed to Members Without Additional Charge
OR

 No Revenue is Accepted from Commercial
Advertising



Non 501(c)(3) Nonprofit

Organization Periodicals

Sale is Exempt if Both Apply

« Distributed to Members Without Additional Charge
AND

o Cost of Printing Is less than 10% of the Annual
Membership Fee



Do | Need a Seller's Permit?

“Every person, firm, partnership, corporation, etc.,
engaging in the business of selling tangible personal
property of a kind the gross receipts from the retail sale
of which are required to be included in the measure of
the sales tax, must apply to the State Board of
Equalization for a permit on a form prescribed by the
Board. Wholesalers, as well as

retailers, must secure such permit. §ii]

No permit fee is required.”




How to Obtain a Permit

1. Complete application
—BOE-400-SPA

2. Submit application with all necessary
documentation

—In person
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Filing Requirements

A tax return (with payment) is due each period

* If no sales are made, you are required to file a
zero “0” return

* Notify the Board of any changes to your permit

/

Contact Us




Books and Records

e Records of all sales, including sales you believe
are nontaxable

 Records of purchases
 Documentation to support claimed deductions

e Records must be maintained for at least
four (4) years




Resale Certificates

Resale Certificates are issued for purchases of
items that will be resold or incorporated into
products that will be resold.




Resale Certificates

 When making sales for resale, you should obtain
supporting documentation from the purchaser
that your sale Is not subject to sales tax.

« This typically consists of obtaining a resale
certificate from the purchaser.



Resale Certificate
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Services Availlable

« Local Board Offices:
http://www.boe.ca.gov/info/phone.htm

o Website: www.boe.ca.gov

o INnformation Center
1-800-400-7115/TDD 1-800-735-2929

e 24 hr. Fax-back Service

Commonly requested forms and publications to
choose from automatically faxed back to you.



Visit our language webpage to see more
Information about non-English services such as

events and publications

@ — = [ Fitne e e e o e ser e tm 0T S -

Fla  Fat  aw  Cawsctee  Teoe Dein W
EEVEREN 2= ryF hdsicd incuunl {hdmnch & Frhation Seevicar | | Eit = ] = b = | b Pagm v (5 Tank = &
—
’ Skip to: Content | Footer | Accescibilite | [Saarch BOE |@_

California State

"GOV Board of Equalization

Homc | Goard Mcmbers | cScrvices | Taxes & Focs | Forms & Publications | Your Rights | Languages | Contact Us

= Lo b Siale Somd of Equalization’ [E0E] Multi-lingusl — Dutresch and Educstion Ssrvices. The S0E iz plegysd o be able 1o provides muliiple language capabilities in
. our taur cone languages: Chinese, Vietnamese, Konan, and Sgansh
Ficld Cifices The BOLC alse offers o number of publications, cwents and assistance in a number of languages and would be plcased to help ancwer questions
Forms & Fublications
Eign Lip for BOE Uipdatas
Cily & County Tax Ralas ,
Culendar of Bvsnls = Engariicsl [ Spseinnink] R 3 F o | EIITH = | Swwnlos | Co

Fregu=ntly Asked
Cluastions

SiRrAn
ticne ol p

Usn oy Ciiea (AOF | donds aa An quas da alcance y aducsticns FIROF
= gt lenguajes on nuestras idiomoas de cuatro bases: Ghino, Victnomita. Gorcana v Espafiol

El B2E tambisn ofrece publicaciones, acontecimizntos, v ayuda =n varas idiomas v tendma =l placer de ayvudarle a contestar preguntas

“¥ Legizlation

Cowrvant Liigation -

har [Chinasa R | P Fl4 | igEEh 8 i I ol e )
R R T i P OB R e TR HE B . bR MR TRIALN Sa T R P HE A dd, s s, BRERLE ., TSI .
B A ST R L B D ERARE R, LA AT R, LR T AT T AR

* Rules & Hegulations
“H Law Guides & Annotstions
- Annaas to Public Recorda
* Pulblic Moctings &

= fut i

E NI

Ul (Morcan) U0l o)l ) 2R ST ) QIME | AT T HE
=

TMHIRE rpE R R QS| T LRt
THHIAAE UM =0 S, S5, 2=H T8 T HEHZ T TS ISR 20T a2 e St

SR ZMIEAZ = A PRk AL, 210 =2 O E QIESHH SI=S 520 A 272 DS =5 2200 O

ieng Wittt IWVictnamese) (Side thidy wd Do oy Do | ds an phan | Sw kidén | S30n Lign Lag Wee Chung T4

Thao mumg guy vi @en viri Chuong Trinh Hoi Rdng »a Gigo Duc Fdhicu Mgin Mg cda Board of Egualization (BOEL BOE rot vui léng oo khd nang e cung cap
shidi ngdn ngld. tieag Ban agdn noil e cia chong 1a0 HAng Trang Hoa Tidng Vit Tidag Han Oude w8 tidng Tay San Mha

wr =
T = [FAomE =




Taxpayers’ Rights Advocate

If you are unable to resolve an
Issue with the BOE, or if you
would like to know more about
your rights under the law,
contact the Taxpayers’ Rights
Advocate at:

888-324-2798

www.boe.ca.gov/tra/tra.ntm




Get It In Writing

Revenue and Taxation code section 6596 — “Excusable
Delay-Reliance on Advice”, states:

“If the Board finds that a person’s failure to make a timely
return or payment is due to the person’s reasonable
reliance on written advice from the Board, the person may
be relieved of taxes imposed by §6051 and §6201 and any
penalty or interest added thereto...”




Get It In Writing

A person may make a request in writing for advice from the
BOE whether an activity or transaction is subject to tax, and
the request must fully describe the specific facts and
circumstances of the activity or transaction.

Board of Equalization
Audit and Information Section
450 N Street, MIC:44
Sacramento, CA 95814




Thank You

Thank you for all the important work you do for
the State of California.
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