
YEA! supplementary handout: 
Sales Tax:

1. Do I Need to Collect Sales Tax?

· As a buyer, when I purchase something from a local business, I pay sales tax. I may not like the extra cost, but it's a pretty seamless transaction -- the seller just tacks on the appropriate percentage, and I pay the total amount. But what happens when I'm the seller?

· Sales tax can be a very complicated area that is often overlooked by new businesses.  Here are a few of the most asked questions about sales taxes:

2. Q: Who pays and collects sales taxes?

· The government figured out that it was easier and more reliable to make the seller collect sales tax than to get individual consumers to send in tax on every purchase. So, businesses are typically responsible for collecting sales tax and sending it to the state.

3. Q: What kind of paperwork must I deal with?

· If you're going to collect sales tax in New York, you must get a license from New York State.  There is a similar licensing process in many other states.  On each taxable transaction, you calculate the applicable sales tax, collect it from the buyer, keep tax records, and then file a tax return and pay the taxes to the state. You'll pay monthly, quarterly, or annually, depending on your level of sales.

4. Q: What kind of products are subject to sales tax? Which are not?

· Each state makes its own rules. 

· For New York State, generally sales tax is imposed on the following:

a. Items Subject to Tax:

· Retail sales of tangible personal property (defined below)

· Sales of gas, electricity, refrigeration, and steam

· Sales of telephony and telegraphy

· Sales of food and drink for on premises consumption, for example, when sold by restaurants and taverns

· Sales of food and drink when sold by caterers

· Sales of sandwiches and heated food

· Rent for occupancy of hotel or motel rooms (including bed and breakfasts, boarding houses, guest houses, etc)

· Admission charges to places of amusement, other than live dramatic or musical arts performances, motion picture theatres, participatory sporting events, live circus performances, or charges which are taxed under any other law of this state, such as for admissions to race tracks, boxing, sparring or wrestling matches or exhibitions

· Dues, including initiation fees, paid to social or athletic clubs when the dues are more than $10 per year

5. What are sales of tangible personal property:

· The term tangible personal property means physical personal property, of any nature, that has a material existence and is perceptible to the human senses. Tangible personal property includes a variety of goods.

a. Examples of taxable sales of tangible personal property include, but are not limited to, sales of:

· Furniture, appliances, and lighting fixtures

· Certain clothing and footwear

· Machinery and equipment, parts, tools, and supplies

· Computers and prewritten (canned/off-the-shelf/standard) computer software

· Motor vehicles

· Boats and yachts

· Fuels (for example, gasoline, diesel fuel, and kero-jet fuel)

· Candy and confections

· Bottled water

· Soda and beer

· Cigarettes and tobacco products

· Cosmetics and toiletries

· Jewelry

· Artistic items such as sketches, paintings, and photographs

· Animals, trees, shrubs, plants, and seeds

·  Coins and other monetary items, when purchased for purposes other than for use as a medium of exchange

· Building materials

· Prepaid telephone calling cards

6. Services subject to tax:

· Only certain services are subject to tax, these services include, but are not limited to:

a. Providing certain information services

b. Processing, assembling, fabricating, printing or imprinting tangible personal property furnished by a customer who did not purchase the tangible personal property for resale (for example, when an individual purchases lumber and has a cabinetmaker construct a bookcase for him or her)

c. Installing, maintaining, servicing, or repairing tangible personal property that is not held for sale by the purchaser of the service in the regular course of business (for example, servicing automobiles, installing appliances, and repairing radio and television sets)

d. Storing tangible personal property that is not being held for sale (for example, storing a customer’s fur coat or providing storage for a customer’s household goods)

e. Renting safe deposit boxes, vaults, and similar storage facilities

f. Maintaining, servicing, or repairing real property both inside and outside buildings (for example, cleaning, painting, gardening, snow plowing, trash removal, and general repairs)

g. Providing parking, garaging, or storage services for motor vehicles

h. Interior decorating and designing

i. Protective or detective services

j. Entertainment or information services provided by means of telephone or telegraph (for example, 800 or 900 numbers)

7. Q: If I do business in more than one state do I have to collect taxes? 

· The US Supreme Court has twice ruled that states cannot require businesses to collect sales tax unless the business has a physical presence -- or "nexus" -- in the state. But "physical presence" is pretty loosely defined. If you have ANY location, facility, employee, call center, address, or even one independent sales person in a state than you have to collect taxes in that state.

8. Q: Do I have to charge sales tax if I'm making a sale on the Internet? Catalog sales?

· The rules are the same for Internet sales and catalog sales: You have to charge and collect sales tax when you deliver the product to a state in which you have a "physical presence." Pending legislation, the Streamlined Sales and Use Tax Act, would require Internet (and catalog) companies in certain states (those choosing to participate in a standardized sales tax plan) to collect sales tax on purchases to customers in any participating state. However, businesses with less than $5 million of Internet sales a year would be exempt.

9. Q: Do I have to collect taxes on items that I am selling to another organization who I know will resell the item?

· No, if you are selling a product to someone other than the ultimate consumer of the item, the organization to whom you are selling should provide you with a "resale certificate."  This certificate is your assurance that the person to whom you are selling will be reselling the item, and therefore you do not have to collect sales tax from them.  This is fairly common if you sell your product to a store so the store can "resell" it to their customers.  This also applies if you sell your product to another company who uses your product as a part of their product.  Note that you must collect sales tax unless you have a resale certificate on file for that customer.

10. Q. Where can I find sales tax forms and rates? 

· Check your state’s Department of Taxation and Finance web site. 

Note:
1. Students should review the sales tax requirements on your state’s Department of Taxation and Finance web site.
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