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Board of Equalization (BOE)
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The BOE administers tax programs concentrated in three 
general areas:

 Sales and Use Tax
 Property Tax
 Special Taxes and Fees

It also decides appeals for franchise and income taxes.



Based on Fiscal Year Data from 2010-11

 Contribute 1/3 of the state’s revenue for schools, 
health and safety and other vital services

 Collect more than 95 percent of our revenue by 
voluntary compliance

 Generate $100 in revenue for every $0.82 expended

We want to help you avoid . . . 
 5 Bumps in the Road!
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Good News about BOE



#1 - Untaxed Purchases from 
Out-of-State Vendors

Includes:
• Purchase for own use (not resale inventory) and
• From out-of-state businesses

Remember to pay your use taxes.
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# 2 - Difference Between “Recorded” 
and “Reported” Taxable Sales

The comparison between taxable sales per your 
books/records and taxable sales reported to the BOE.
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# 3 – Unsupported Sales for Resale 
In plain English this means, 

Don’t Sell Tax Free to Anyone
Unless They Have a Resale Certificate!

Common ways to document sales for resale include:
• A Resale Certificate or
• A Purchase Order containing all the essential 

elements of a resale certificate
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 Purchaser’s name and address
 Purchaser’s valid seller’s permit number, or statement of 

why a permit is not required
 Description of property purchased
 A statement that the property is being purchased for 

resale
 Date signed
 Signature of purchaser

Note: Keep a copy for your records

Resale Certificates 
Essential Elements
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Resale Certificate Verification

To verify Seller’s Permit number(s) 
stated on resale certificates, retailers may call

888-225-5263
or access our website at 

www.boe.ca.gov
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# 4 - Reported Sales Lower than 
Markup on Purchases

 Compare taxable purchases with taxable sales

 Key ring errors (using non-taxable key for taxable 
items) lead to reporting errors
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Gross Profit ÷ Cost of Goods Sold 
= Mark-up

Example:
$ 100,000  Sales

- 75,000 Cost of Goods Sold
$25,000  Gross Profit

$25,000 ÷ $75,000 
= 33.33%  Markup

Verifying Your Sales Using
Mark-up Analysis
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# 5 - Withdrawal from Resale 
Inventory for Own Use

Inventory 
items 

purchased with 
a resale 

certificate 
without 

payment of tax
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Items withdrawn from 
inventory for use 
other than resale 

(including use as gifts 
and free samples or 
for personal use)

Use Tax 
Due on 
Cost



How Do I Pay California Use Tax Due?

 If you have a Seller’s Permit, you must report your 
purchases subject to use tax on your Sales & Use Tax 
Return.   

 If you do not have a Seller’s Permit, you may report 
purchases subject to use tax:

 On your  California Individual Income Tax Return filed 
with the Franchise Tax Board (FTB), or

 On the Consumer Use Tax Return (form BOE 401-DS) 
filed with the BOE

 Online, using eReg, BOE’s electronic registration system
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Food is taxable if sold to eat at a place of business when:

• Tables, chairs or counters are provided,
• There are other dining facilities or a food court,
• It is intended for customers to eat on site, or 
• A returnable container is provided

Hot  Tip #1 – Food & Beverages
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Always Taxable
• Even if sold to go
• Even if cooled by time of sale
• Temperature is higher than room temperature

 Grilling
 Dipping
 Infrared lights
 Steam tables
 Microwaves

NOTE: Hot bakery goods and hot coffee are generally not 
taxable when sold to go and a la carte.

Hot Tip #2 – Hot Prepared Foods
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 Optional tips are not taxable
 Customer adds the amount to the bill
 Tip area blank

 Mandatory tips are taxable
 Printed on menu, brochure, etc., and 
 Automatically added to bill

Hot Tip #3 – Gratuities,  Tips, 
and Service Charges
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eServices
 With BOE’s eServices you can:

◦ Register to get a seller’s permit, pay use tax, or 
claim an exemption
◦ File a tax or fee return
◦ Make a payment, including payment by mobile 

devices
◦ Request relief from penalty

For more information visit 
http://www.boe.ca.gov/elecsrv/eServices.htm
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BOE Resources
• Contact our Taxpayer Information Section at:

800-400-7115 or 800-735- 2929 (TDD)
(Mon. - Fri. 8 a.m. to 5 p.m.) OR
www.boe.ca.gov/info/contact.htm 

• Sign up for BOE updates by subscribing to our email lists

www.boe.ca.gov/info/enotify.htm

• Watch online tutorials

www.boe.ca.gov/sutax/tpsched.htm
• Connect with us via:
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Record Keeping and Deductions

Be sure to keep:
Track of ALL spending
A copy of EVERY tax form you 

file
Separate bank accounts for 

business and personal 
purposes

Personal expenses separate 
from business expenses

All business records at least 
four years after return is filed

Keeping track of income and expenses is part 
of the job, too.

FTB.CA.GOV     800.852.5711



Business Deductions

Expense must be allowed under state law
Must be both “ordinary” and “necessary”
In most circumstances, the cost may be 

written off 
If item is to be used for more than one year, 

it must be capitalized. Then expensed using 
depreciation deductions over a period of 
years 

FTB.CA.GOV     800.852.5711



Business Tax Credits

Enterprise Zone 
Credits

Motion Picture TV 
Production Credit

New Jobs 
Credit

Research & 
Development Credit

Fresh Fruits or 
Vegetables Credit

Visit: ftb.ca.gov
Keywords: Business Tax Credits

FTB.CA.GOV     800.852.5711



Avoiding Penalties

Failure to  
File

Failure to 
Pay

Estimate
Tax

Late 
Payment 

FTB.CA.GOV     800.852.5711



How to Select an Income Tax 
Return Preparer
• Handout help you:

• Make informed decisions
• Know what to avoid
• Find information about California 

tax preparers
• It’s important to know: No matter 

who prepares your tax return - you 
are legally responsible for its 
accuracy

FTB.CA.GOV     800.852.5711 25



You and your authorized tax 
representatives can:

Verify 
estimated 

tax payments

View FTB-
issued 1099 

forms 

Verify 
California 

withholding

View 
balances 

due

Get wage 
information

Change a 
mailing 
address 

FTB.CA.GOV     800.852.5711



Available weekdays 7 a.m. to 5 p.m. 

Connect with an FTB representatives to get 
answers to general questions about: 

Online 
Services

Personal 
or 

Business 
Taxes

FTB’s 
Website 
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Available weekdays 7 a.m. to 5 p.m. 

Get answers to general questions: 

Online 
Services

Personal 
or 

Business 
Taxes

FTB’s 
Website 

FTB.CA.GOV     800.852.5711 28
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Additional Resources

Franchise Tax Board’s Guide to Forms of 
Ownership, Form 1123 available online at 
FTB.CA.GOV

IRS Publication 334, Tax Guide for Small 
Businesses. Available online at IRS.GOV

IRS Publication 583, Starting a Business 
and Keeping Records. Available online at 
IRS.GOV

Subscribe to FTB’s Tax News at FTB.CA.GOV
Subscribe to IRS’s E-News at IRS.GOV

FTB.CA.GOV     800.852.5711



Go-Biz

Retention and 
expansion services    

Permit streamlining 
Clearing of 

regulatory hurdles
Small business 

assistance
Customer attraction
International trade 

development

Assistance with 
state government 
attraction

Site selection 

GO-Biz offers a range of services to business 
owners including:

www.business.ca.gov

FTB.CA.GOV     800.852.5711
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Employment Development Department 
Programs and Services

• Unemployment Insurance (UI)
• State Disability Insurance (SDI)
• Workforce Services
• Employment and Training Programs
• Labor Market Information
• Payroll Taxes 



What’s New?

• CalJOBSSM.

• SDI Online.

• California Employer’s Guide (DE 44) and 
Household Employer’s Guide (DE 8829).

• Reporting Newly Hired or Rehired Employees.



e-Services for Business

• Online access 24 hours a day, 7 days a 
week.

• Register for an employer payroll tax account.
• Ability to view and edit your returns/reports 

prior to submission.
• Fast, easy, and secure way to manage your 

payroll taxes.
• Update account information.
• Make payroll tax deposits for current 

quarters.



Tips for Business Success

• Properly classify your workers.
– Employees
– Independent contractors

• Use electronic filing and payment methods to reduce 
errors.

• File returns and pay taxes on time to avoid penalties.

• Respond timely to all correspondence.

• Minimize Unemployment Insurance Taxes.



Tax Credits and Incentives

• Work Opportunity Tax Credit (WOTC)

• Empowerment Zone and Renewal 
Community Tax Incentives

• Disabled Access Credit

• Architectural and Transportation Tax 
Deduction



Resources for Business Owners

• Website: www.edd.ca.gov

• Seminars: www.edd.ca.gov/Payroll_Tax_Seminars

• e-Services for Business: 
https://eddservices.edd.ca.gov

• E-mail subscription service: 
www.edd.ca.gov/About_EDD/Get_Email_Notices.htm

• Taxpayer Assistance Center: 888-745-3886
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IRS HomePage



Small Business/Self-Employed 
Tax Center

 Forms & Publications
 Apply for EINs
 Starting, Operating, or Closing a 

Business
 Small Business Workshops & Events
 Subscribe to e-News for Business



Small Business Taxes: 
The Virtual Workshop



IRS Video Portal 



Identity Protection



On-line Installment 
Agreement



Resources On irs.gov

 Identity Theft
 Small Business Information

(800) 829-4933 or 
http://www.irs.gov/businesses/small/index.html

 Small Business Tax Workshops and Webinars
http://www.irs.gov/Businesses/Small-Businesses-&-Self-
Employed/Small-Business-Tax-Workshops-and--Webinars

 Taxpayer Advocate Office
(877) 777-4778  or (213) 576-3140


