State of California

Memorandum

To:

From:

Subject:

JLW:es
39741
Attach.

Board of Equalization

Legal Division

710.0013

John L. Waid

Uniform Local Tax Annotations

Ms. Victoria L. Arena pate:  July 18, 1991

Section 710.000 — Place of Sale for Purposes of Bradley-Burns Uniform Local Sales and

Use Taxes — Regulation 1802.

The attached letter contains five principles which appear to be appropriate subjects for

annotation in the above section:

1) A field office may be determined to be the place of sale notwithstanding
the fact that another office has final approval and/or price discount authority;

2 In all but exceptional cases, a field sales office out of which salesmen
work in contacting customers, making presentations, and soliciting orders for the
work involved is the place of “principal negotiations”.

3) A field sales office must be established by the retailer to serve its own
needs, rather than established at the instance of a particular customer to serve that
customer’s needs; and

4) A field office established on a customer’s premises to administer a
previously negotiated sales contract between retailer and that customer is not a
“place of sale” for Bradley-Burns purposes even if sales to that customer are
made directly out of that office; and

5) For a field sales office to be considered as a “place of sale” for Bradley-
Burns purposes, the retailer must have a proprietary interest in the office space.



July 10, 1921

Jokr L, Paid
Tay Cnoupcel

Yr. Jokn RAkbkatt rare arked re to recrond to vour
rerorandur of June 27, 1981, to hir reacardine thre taxpaver's lecezl
tey @lleceatior, Arp alleacaticon has heen 'y
chould re allecetino lecal tay to its

__T rlant laccted 1ip
nFFice,

You recuested that we 1lnok at vour proposed
resngrse to ” or
and rake wvhatever suececstinons, commente, etc., we fel
te gidrecs these corstultente!' claime that
cf fice ohovlé bkave ite cwn perrmit, T Frave taken the
re=cdraftine yaur letter to émphasire our racsition that
cshouled e allocated to tre local office 2= & rule, it
cc allocated if (1) thke retailer evercises sore dominion
contrel over tre lncal coffice space and (2), seles are mad
recult of the ealeren's activities at that cffice rather
nreviopely peaotiested sales cortract administered throuch
Farwvard loceticon., Ve feel trat the latter situstion

Tlegre send me a cory nf vwhkatever vou o rent outb,
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July 17, 1991

Dear »

This is in response to your June 12 letter. You ask that we

take & second look at o " operations at/
facilities in’ County. }

As we understand it, _ _provides office facilities at

their complex to . - Contract Coordinator

for Orders are placed in a computer

terminal and the computer determines where the ropert is
available. Shipments may originate from ﬁph
A . o . S—
may be fillea from a storercom on site. o

maintains his one and only office in the facility, reports to
and works at that office on a full-time basis, can only be
reached at that office, maintains a separate telephone number
for that office, and neyotiates all sales and takes orders from
that office. Additionally, he also operates a small retail
store complete with counter and inventory at that facility for

enployees' cday-to-day needs of gmaller items.

CPINION

A, LOCAL TAX GENERALLY

In 1855 the legislature enacted the Bradley-Burns Local
Sales and Use Tax Law (Rev. & Tax. Code Sections 7200 et.

5€q., hereinafter "Bradley-Burns tax." All statutory
references are, unless otherwise stated, to the Revenue and
Taxation Code.) Section 7205, as interpreted and
implemented by 18 california Code of Regulations
{hereinafter "Regulation®™) 1802, provides that, for the
purposes of the Bradley-osurns tax, all retail sales take

place at the retailer's place of business unless the
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property is delivered out of state. If a retaller has more
than one place of business in this state which participates
in the sale, the sale occurs at the place of pusiness where
the principal negotiations are carried on. If that |is
where the order 1is taken, it is immaterial that the order
must be forwarded elsewhere for acceptance, credit
approval, shipment or billing. (Reg. 1802(a)(2). Sales
and Use Tax Regulations are Board promulgations which have
the force anc effect of law.)

In our opinion, the term "principal negotiations" as used in
the abcve regulation does not mean the final approval by the
headquarters cffice to enter into the contract, nor does it
refer to the authority of the headquarterse office to finally
negectiate the price offered or accepted. Rather, our opiniocn
is that when the principal point of contact between the seller
and its prospective customers is through the sales personnel
located in or working out of a branch cales office, the place
of scale fcor Bradley-Burns tax purposes 1s that sales office,
notwithstanding that the headquarters office has final approval
and price diecount authority. In all but exceptional cases, a
field sales office out o0f which salesmen work in contacting
customers, making presentations, and soliciting orders for the
work involved is the place of "principal negotiations."

211 that having been said, however, in order for local tax to
be allocated to a field office; the sale not only must be made
at that 1location, but it must also be made by an employee of
the retailer as a result of his activities at that 1location.

In this case, as you indicgte,L_ o is such & large
customer of that operates a
full-time sales office at the ___I"sTre. Although

' may be physically located n site at
TFacilities, he is a contract coordinator who reports to &ng 1s
supervised by B o personnel ir [ ] N
The purpose of using facilities is t have a person
available on sit

¢ who knows ) needs and to readily ensure
that their product needs are met.

More important, does not own, lease, manage
or maintain _ o OIfrice space. He merely occupies ¢
space furnished oy ke £ill | orcders ana adaress

specific eguipment needs. ke likely carries out his activitics

Ju

and is reguired to occupy the office pursuant to a supply
contract previously negotiated between \ : and
S \ ) "office"™ then 1is noting more than a
forward cperating location from which he acministers a
previously-ecstabclished business relationship. The sales made,
including the caily bench stock sales, are mecre properly
attributaile to that relationship rather than

on—-site zctivities.,



The Board has no desire to deprive County <¢f any
local tax revenue to which it is entitled. However, lccal tax
is allocaple to the place of business of the retailer not the
purchaser. It is our conclusion that the office facilities of
B ) ~ furnished as & convenience DLy . to serve
its own neéecs do not gualify as a place of business of

Sincerely,

Le Do Mi€peli

Supervisor

Local Tax Section
LDM:1lv

0122L/12-14

bc: John L. Waid






