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Re:  Sales Taxability of Licensing Fees

This is in reply to your response to our April 20, 1994 letter regarding the licensing of
artwork by your client.

You further explained that your client is not a commercial artist or designer. An artist or
designer licenses artwork to your client. Your client, in turn, licenses the artwork to clothing
manufacturers which, we assume, reproduce the artwork on items of clothing.

We assume your client transfers to the clothing manufacturer the very same artwork
which the artist licenses to your client rather than your client reproducing the artwork and
transferring the reproduction to the manufacturer. We also assume that your client is not required
to return artwork to the artist.

In such case, the artist's sale of the artwork to your client is a sale for resale. Your client
may issue a resale certificate to the artist. The application of tax to charges by your client is as
explained in our April 20, 1994 letter to you. Sales tax applies to your client's retail sale of the
artwork to the clothing manufacturer in this state. Your client's sale of the artwork to the out-of-
state manufacturer is exempt from tax pursuant to Revenue and Taxation Code section 6396 if
your client is required under its contract with the clothing manufacturer to ship the artwork to a
point outside this state, and your client does so ship the artwork by mail or carrier.

Very truly yours,
Ronald L. Dick
Senior Staff Counsel
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Cc: San Francisco District Administrator



