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v" Provide basic understanding of the sales and use tax
law.

v" Teach how to avoid common mistakes.
v' Discuss Board of Equalization services available.
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USE TAX
SALES TAX e Tax imposed on the purchase price or cost.
. . . . . Typically applies to purchases from out of state vendors or if
e Tax imposed on retail selling price. property is purchased with a resale certificate and is not
 Sales tax is the responsibility of the resol b urchase of equipment
retailer. — Consumable supplies
— Personal use
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Sales of hot prepared food are always taxable (even if sold “to go”).
Food product heated above room temperature is considered hot food.

Exceptions to the Rules:
“To go” sales of hot beverages (coffee, tea) and hot bakery goods (a toasted bagel) are
exempt when sold for a separate price.
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Tables, chairs, and counters provided by
the seller. Also includes trays, glasses,
dishes, or other tableware.
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 Furnished, prepared, or served for consumption at the facilities provided by the seller.
e Hot prepared food products.
e Sold at a drive-in.

e Some combination packages.
e Sold for consumption within a place where admission is charged.
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" An establishment where parking
DRIVE-IN facilities are primarily for consumption

of food and beverages.
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MEAL A combination of different food and
beverage items sold for a single price.
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A tuna sandwich and milk BN EFEZLH

The entire charge for a combination sale of a

% *ﬁ ,a. | cold food and a non-carbonated beverage "to
IIIIII go” is not subject to tax.
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A tuna sandwich and coffee —Z}%‘gzg ’ﬂ g’ /_qu ﬁ"ﬂfg

= *ﬁ The entire charge for a combination sale that

includes a hot prepared food or hot beverage is
taxable. See Regulation 1603(e)(1).
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A tuna sandwich and a can of soda ﬁé' g%gﬁﬁ 0

—= ONLY the selling portion of the carbonated
|:|B‘ ; i %&ﬁ beverage is taxable when a combination package
PARTLY TAXABLE includes a cold food and a carbonated beverage.



http://www.liquidlibrary.com/en/search/close-up?oid=5241738&a=a&pt=&k_mode=all&k_exc=&cid=&date=&ct_search=&k_var=soda%20&bl=%2Fen%2Fsearch%2Findex%3Fa%3Da%26k_var%3Dsoda%20%26k_mode%3Dall%26f_c%3D1%26f_b%3D1%26f_v%3D1%26f_h%3D1%26f_jpg%3D1%26f_eps%3D1%26f_fla%3D1%26f_flv%3D1%26f_mus%3D1%26f_snd%3D1%26big%3D1%26ppage%3D4%26srch%3DSearch%26first%3D76%26&ofirst=&srch=Y&hoid=9427decc401bdea34b95c73f22c63163
http://www.liquidlibrary.com/en/search/close-up?oid=5241738&a=a&pt=&k_mode=all&k_exc=&cid=&date=&ct_search=&k_var=soda%20&bl=%2Fen%2Fsearch%2Findex%3Fa%3Da%26k_var%3Dsoda%20%26k_mode%3Dall%26f_c%3D1%26f_b%3D1%26f_v%3D1%26f_h%3D1%26f_jpg%3D1%26f_eps%3D1%26f_fla%3D1%26f_flv%3D1%26f_mus%3D1%26f_snd%3D1%26big%3D1%26ppage%3D4%26srch%3DSearch%26first%3D76%26&ofirst=&srch=Y&hoid=9427decc401bdea34b95c73f22c63163
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‘]é\ﬁk Soda $200

i@ﬁj@liﬁi‘?ﬁ Tuna Sandwich $4OO

ar—‘é Combo Meal $5 OO
aﬁ—‘ﬁgﬁ*ﬂ _‘jC/ﬁ (Includes a soda and a sandwich)
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BETREBRNESHRREEZ/D? $1.67

What is the taxable amount of the combo meal?
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BER=0R $4.00 - $2.00/$6.00=33%
&t $6.00
1245 $5.00 > 33% x $5.00=$1.67
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FOOD NOT ORDINARILY SOLD FOR . - <
2. Sold in a size that cannot ordinarily be
IMMEDIATE CONSUMPTION consumed by one person (generally larger

than one pint).
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Quart of ice cream.

“ PI E ” A whole pie.

3) —AFEERIRERWEKR

tray of cold cut Party and cheeses or assorted fruits.
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o Sales of cold food not ordinarily sold for immediate consumption.

 Hot beverages and hot bakery goods “to go” when sold for a separate price.

e Entire charge for a combination sale of a cold food and a non-carbonated
beverage “to go”.
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Criteria to be met to determine if sales
of cold food products “to go” are
taxable.

80/80 RULE
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If your food sales are > 80% total sales

(excluding alcoholic and carbonated beverages) AND
If 80% of those food sales are taxable

(based on consumption at your facilities,

or they are hot prepared foods).
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e Tax is required when you meet the following criteria: (unless you choose a special election)
e Cold food and noncarbonated beverages are sold “to go” AND
e Are suitable for immediate consumption.
Note: Food sold in a form NOT ordinarily sold for immediate consumption is still exempt
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e This election requires the seller to keep separate accounting records for
sale of cold food and noncarbonated beverages.

e Seller may then claim these sales as exempt.
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e No tax is due on food given to customers for free.
 Use tax due on the cost of carbonated and alcoholic beverages.
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Tax applies when employees are charged for food and drinks if:
« Employee pays cash.
« Value of meal is deducted from employee’s wages.
« Employee has the option to receive cash for meals not consumed.
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Voluntary tips are exempt

Mandatory tips are taxable
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Voluntary Tip includes

e Cash left by guest after paying bill.

e Amount voluntarily written by guest after total amount is billed by restaurant.
e Amount added to check by restaurant at the direction of the guest.
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Mandatory Tip includes
e Percentage or amount of tip negotiated with guest in advance.
e Amount added by restaurant, unless first directed to do so by the guest.

* A tip added by the restaurant without being first requested by the customer is mandatory
whether or not the bill or menu labels it "suggested gratuity”
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e "An 18% gratuity [or service charge] will be
added to parties of 8 or more.”

e "Suggested gratuity 15%,"” itemized on the
invoice or bill by the restaurant, hotel,
caterer, boarding house, soda fountain,
drive-in or similar establishment.

e "A 15% voluntary gratuity will be added for
parties of 8 or more.”



HRES 7% /D &

______________________________________________
B 8 B AT IR D &

SETATEE = $5.97 IEFERRER = $7.14%
Food Item A $ 70.10T $70.10 T
Beverage Item B 450 T 450 T
Subtotal $ 74.60 $74.60

Tax (at 8%) 5.97 7.14

Total $ 80.57 $81.74

18% Gratuity 14. 51 1451 T
Total due $ 95.08 $96.25

* 5l BRI P2 75 914.51 5% 1) B B RIE 1 A2 H1 R & BEE M NI HT 24K -

The amount on which the tax is computed should include the $14.51 mandatory tip since it was not added voluntarily by the guest.



H2{T1{EE3s
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R GRAB YOUR PARTNER!

2-FOR-1 SPECIALS

Mondays - Thursdays
Buy 1 Lunch Item,1 Buﬁ Dessert,

Get 1at Half Pricel Get 1 FREE!

“(Equal or lesser value.)

Willy's

The amount received from the customer is
subject to tax.

4522 W. Holly Drive « Salem « Mon.~Sun. 6§ am.-9 pm.
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e No tax due on food served to yourself or employees for free.

e Tax due on the cost of carbonated and alcoholic beverages consumed by
you, your employees, or given free of charge to customers.
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Carbonated Beverages.
Alcoholic Beverages.
Straws, paper napkins, and toothpicks.

Nonreturnable “to go” containers, cups, and lids.

Disposable utensils
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BSOS 230 (7021 STATE OF CALIFOHANA
GENERAL RESALE CERTIFICATE BOWAAD OF ECUALIZATHON

California Resale Certificate

1HEREBY CERTIFY:

1. 1 hold walkd sallers permit number:

2 1 am engaged in the business of selling the following typa of tangible porsonal proparty

3. This cartilicata s 1o the purchasa fram af the Marmis] | v
Fistad I paragrapn S5 balow. [WEndara nanme]

< 1 wil reseall the bamda) listed in paragraph 5, which | am purchasing under this resale certdicate in the formn ol
Tangible personal property in the regular cows=sa of my bugsiness operalicns, and | will do 2o prior o making anmy
use of 1the bemis) other than dermonsiration and display winile holding the tem{s) for sale in the regular courses of
my buginess. | understand that if 1 ese the femis) purchased under this certdficate in any manner other than as
just described, | will owe use 1ax based on each Rem's purchase price or as otherwise prowvided by law.

5. Description of property 10 ba purchasad for rasalas

B | have read amnd understand the Tollowing:

For YWour Information: A person may bs gty of a misdemeancr undar Revanue and Taxabon Code section
BO84.5 if the purcheser knows at the time of purchase thatl he or ahe will ot resall the purchasead e pror bo amy
uge (other than rebtention, demonsiration, or desplay whilea holding it Tor resala) and he or she furnishoes a rosalo
canrtificate o avoid payment (o the saeller of an amount as tax. Additicnally. a parson misusing a resale cedificaba
for pevsonal gain or to evade the payrment of 1ex is lisbla, for sach purchass, for the 1ax that would heve bean
dus, plkes a penally of 10 percent of e lax or S500, whichewver iz mone.

FISALE OF FURCHES TR

BIMRATLAE CF PUPICHRGET, P EFE EMLCOP EE OF RTHOCAEED RE TETE

P Ve e e " || e -

AICFEESE OF PR H A — _— ———

L 1

Tois P T - R B |n.q.n= - - -

Coples of BOE-230, Califormia Resale Certificate are available on our website and from owr Informnation
Saction faxback sarvice.

SEFTEMBER 2012 YOUR CALIFORMNLA SELLER™S FERMIT

20
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 Post sign on business premise.
e Indicate on menu.

Regulation 1700, Reimbursement for Sales Tax
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eCash Register Tapes/Receipts.
*Guest Checks.
eDaily Sales Summary.

eSales Journals/ Summary.

Remember fo masiain adequate books and records for a minimum of four (4) years
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BREHEIHE.
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¢ Purchase Journal.
¢ Cancelled Checks.
« Bank Statements.
¢ Profit and Loss Statements.
e Income Tax Returns.
¢ Inventory Counts/Reports.

Remember to maintain adequate books and records for a minimum of four (4) years
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o FEHFER R/ BRI WER .

o BEHISEE.

o HREEM R T B PRHIREIETER.
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o FrizF.

o HHEEH.

o FHAhIRIFHIBA .

. tH —?H/;W%FJ—F%I%‘%S%

. Customer and Employee Complimentary Drink Policy.
o Theft, Fire, or Other Type of Losses.

. Coupons.

o Sales Contract or Agreement. ' ‘
. Other Sources of Income. : -
o Lease and/or Franchise Agreement.
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Initial contact by telephone or letter.
Records to review.

Discussion with auditor.

Publication 76, Audits.
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Please remember the auditor is auditing the business, not just the financial records.
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o RER (WREBMAEABRIITEL).
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o WAMROHEBRNmHREHE.

e Lack of adequate supporting documents.
e Complimentary meals.

* Not reporting use tax.

e Tax-paid purchases resold, not claimed.
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o Difference between reported and recorded sales.
e Misunderstanding of 80/80 rule.
e Mandatory tips.
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40 % FiFK*
(1-1-074:%%)

A B T S S B R,
ERA LRGBS G -

40 % Penalty* (effective 1-1-07)
*can apply to a person who knowingly collects and fails to pay sales tax reimbursement or use tax to the BOE
(exemptions apply).
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www.boe.ca.gov/elecsrv/eservices/htm
o HHLE 2
® @%‘E | l[:‘\

*800-400-7115
«800-735-2929 (TDD)

o R AN FH HIAE S
D

w (Handout A)
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e Taxpayer Educational Consultation Program
J Classes and Seminars:
— Basic Sales and Use Tax Class
at District Offices
— Small Business Tax Fairs
— Industry Seminars
— Tax Return Preparation

ldd
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-- 888-324-2798

-- FI¥70, T @A N KRR

e Taxpayers’ Rights Advocate
-888-324-2798
—Publication 70, Understanding Your Rights as a California Taxpayer
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e Get It In Writing
— Send a request to a local Board office.
— Identify yourself and permit or account humber.
— Fully describe the facts and circumstances of the transaction.
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e An employee eats a hot sandwich and a soda for free. This transaction is not taxable.
TRUE or FALSE
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FALSE

(Tax Is due on the carbonated soda)
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Which of the following charges are subject to tax?
a) A sale of a cold sandwich consumed on the business premises.
b) A mandatory 18% service charge for a party of 10.

c) A sale of hot coffee and a toasted bagel to go for a single price.
d) All of the above.



R

d) LA LR AR EEIR

d) All of the above.
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A customer gives you a 2-for-1 coupon.

The value of one meal is for $20.00 and the second meal is valued $17.00.
You charged the customer $20.00.

What is the amount subject to tax?









