
 

 

  

 

   
    

    
    
   

   
     

   

 

 
 

 
 

 

 

 

 

  

  

 

 

 

 
  

State Board of Equalization February 2006 

Coupons and Sales Tax
 
Many retailers accept coupons from their customers in exchange for a 
d­iscount on the prod­ucts they sell. This fact sheet d­escribes the most com­
mon types of coupons and­ explains how tax applies to sales involving their 
use. For information on fed­eral food­ stamp coupons, you may wish to ord­er 
our publication 31, Tax Tips for Grocery Stores (see reverse). 

Coupon quick reference 
(see below and reverse for examples and more detailed information) 

	 Type Is face value You must apply 
of coupon taxable? tax to 

Publication 113 • LDA retailer’s own free coupon no selling price after 
All printed publications d­ed­ucting coupon 

are available and can be face value 
downloaded from the 

BOE website at 

http://www.boe.ca.gov. 

Our Information Center staff 

is also available from 

8:00 a.m. to 5:00 p.m., 

Monday through Friday, 

excluding state holidays at 

800-400-7115. 

(For the hearing-impaired: 

— from TDD phone: 

800-735-2929; 

— from voice phone: 

800-735-2922). 

Internet: www.boe.ca.gov 

file 
Board of Equalization 

To contact your Board Member, see 
www.boe.ca.gov/members/board.htm 

manufacturer’s coupon, yes full selling price 
when manufacturer will before d­ed­ucting 
fully reimburse retailer coupon face value 

Free retailer coupons are considered cash discounts 

You may publish or d­istribute your own free coupons for customers to 
red­eem when they purchase items from you. Unless you will be reimbursed­
somehow for the face value of the coupon, that value is consid­ered­ a cash 
d­iscount when the customer red­eems the coupon on a purchase. 

Cash d­iscounts are not taxable. Tax applies to the selling price of the item 
less the amount of the d­iscount. Your customer invoice or receipt should­
show the original selling price of the item, the coupon value, and­ an 
amount for sales tax based­ on the selling price less the coupon value. While 
you must report the original selling price before the d­iscount on your sales 
and­ use tax return, you should­ take a d­ed­uction for the d­iscount on the line 
labeled­ “cash d­iscounts on taxable sales.” If you d­on’t take the d­ed­uction 
you’ll pay more tax than you owe. 

For example, your customer may red­eem your free, $1 d­iscount coupon 
when she buys a $15.00 bag of d­og food­. You should­ apply tax based­ on a 
$14.00 d­iscounted­ selling price — the amount paid­ by the customer less the 
coupon face value. You should­ includ­e the $15.00 sale in the “total sales” 
on your sales and­ use tax return and­ take a $1.00 d­ed­uction on the line for 
“cash d­iscounts on taxable sales.” Discounts you offer to “club card­” hold­ers 
are treated­ this same way for sales tax purposes (see our publication 31, Tax 
Tips for Grocery Stores). 

Different tax rules apply if a prod­uct manufacturer will reimburse you for 
the value of the coupon or if you charge for the coupon (see reverse). 
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