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CALIFORNIA STATE BOARD OF EQUALIZATION
APPEALS DIVISION BOARD HEARING SUMMARY

In the Matter of the Claim for Refund g
Under the Sales and Use Tax Law of:

Account Number SR AS 18-697241

NIKNEJAD, INC., dba Colornet Press g Case ID 487383

Claimant % Los Angeles, Los Angeles County
Type of Business: Printer

Audit Period: 10/01/05 - 12/31/07

Item Claimed Refund

Tax paid with returns on alleged exempt sales $29,472

UNRESOLVED ISSUE

Issue: Whether the sales at issue are exempt sales of printed sales messages or periodicals. We
find that tax has already been refunded with respect to the sales that were actually exempt from tax,
and that the remaining sales at issue are not exempt from tax.

Claimant is a commercial printing company. During the claim period at issue, claimant printed
departmental newsletters and flyers for the University of California, Los Angeles (UCLA). Claimant
collected sales tax reimbursement from UCLA and paid the tax to the Board with its sales and use tax
returns. Claimant filed two claims for refund in which it contended that the disputed sales were
exempt sales of printed sales messages and that the sales may be exempt sales of periodicals. Each of
the claims requests a refund of “$1.00 or such other amount.” The Sales and Use Tax Department
(Department) computed that the total amount of tax at issue is $61,672.37. Before the conference, the
Department had refunded $29,390.45. Also, as recommended in the D&R, the Department has
refunded an additional $2,809.54. Accordingly, the amount of tax remaining in dispute is $29,472.38.

Claimant contends that the principal purpose of the disputed newsletters was to promote the
university and its services and to increase the reader’s interest in the university, asserting that they
addressed the university’s services, not general information. The claim also includes the tax paid on

sales of envelopes used to deliver the printed matter. (See Cal. Code Regs., tit. 18, 8 1541.5, subd.
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(b)(7) (only if the printed matter qualifies as printed sales messages do we reach the issue of whether
the sale of the envelope qualifies for exemption under this provision).)

The newsletters inform students, faculty, alumni, and donors of current events and research
articles related to those departments. They appear designed to engender goodwill among alumni and
potential donors and to constitute news within the respective departments’ academic communities. We
find that the newsletters do not contain more than 50 percent advertising for any specific goods and
services and, therefore, do not qualify as printed sales messages, the sale of which would be exempt.
Regarding the exemption for sales of certain periodicals, we conclude in the D&R that one of the
publications met the requirements for that exemption, but the newsletters remaining in dispute do not
qualify as periodicals because they were not issued at least quarterly. Thus, we find that the sales of
the remaining publications at issue are not exempt and that the remainder of the claim for refund
should be denied.

We note claimant argues that we allowed the exemption for similar newsletters in a prior claim
for refund. However, our recommendation in this case is based on the specific facts of this case, and
conclusions in prior cases are not controlling.

OTHER MATTERS

None.

Summary prepared by Deborah A. Cumins, Business Taxes Specialist I11
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