USE TAX AND SALES TAX
Updated 04/09/2012
1. TANGIBLE GOODS (AND, IN MOST CASES, NOT SERVICES):

Use and Sales Tax is assessed on tangible goods purchased.
A ‘tangible good’ is “personal property which may be seen, weighed, measured, felt or touched, or which are in any other manner perceptible to the senses.”  Examples:  Furniture, equipment, canned software programs, books, office supplies.

2. TAX RATES:

The presumption by the Board of Equalization (BOE) is that all sales of tangible goods are taxable, unless otherwise exempt; and exemptions must be supported by documentation.
The difference between Use tax and Sales tax:

A.  Sales Tax rate is determined by the point of delivery.  Sales tax is an intrastate tax, where the company has a physical presence in California, on the retail sale of tangible personal property, and in certain cases taxable services, i.e. handling charges.  Sales tax that is paid directly to the Vendor is sent to the Board of Equalization (BOE) by the Vendor.
If a Vendor has a business location in California, then their invoices should reflect sales tax.  If not, and CSUMB Accounts Payable (AP) discovers or becomes aware of this, AP will calculate the sales tax for the tangible goods and include it with the payment to the Vendor. If sales tax is not paid on a tangible item purchased, then it needs to be accrued as ‘Use Tax’.

B. Use Tax rate is determined by the final destination where the good is consumed or utilized.  Use tax is generally applied to out-of-state (and out of country; USA) Vendors who are not registered with the California State Board of Equalization.  Use tax is accrued and sent to the BOE by the purchaser, i.e. CSUMB Accounting Department.
Example:  
Borders.com has a physical presence in CA and will charge sales tax.

Amazon.com does not have a physical presence in CA and will not charge sales
     tax; therefore CSUMB will have to pay Use Tax.
  

Please budget for Use Tax and Sales Tax. Departments should make sure that their Purchase Order always includes tax (Use or Sales tax).  Also, Use tax will be assessed on ProCard purchases and direct payments if it pertains.  Invoices will need to be adjusted to include the correct Sales tax rate, or Use tax, if the Vendor does not have a California presence.
3.  SHIPPING AND RECEIVING:

Assess Use or Sales tax if:

Shipped to location in California.

AND

Receipt of goods took place in California.

4.  
SHIPPING AND HANDLING:

A.  If Shipping & Handling charges are separately stated on an invoice, then shipping is not taxable but handling charges are taxable.

B.  If Shipping & Handling charges are lumped together on an invoice into one line item, the charges for shipping and handling are taxable.  However, if the shipping and handling charges pertain to a purchase which is not subject to the sales and use tax, the shipping and handling charges are exempt as well.
For additional information on how to apply Use and Sales tax to delivery-related charges in the State of California, please see State Board of Equalization Publication 100 at:

http://www.boe.ca.gov/pdf/pub100.pdf
5.        SOFTWARE PURCHASES, LICENSE & MAINTENANCE AGREEMENTS:

See State Board of Equalization Publication 119 on Warranties and Maintenance Agreements at:

http://www.boe.ca.gov/pdf/pub119.pdf
And Sales and Use Tax Regulations at:
http://www.boe.ca.gov/lawguides/business/current/btlg/vol1/sutr/1502.html

Rule of thumb:

· Mandatory maintenance agreements are taxable.

· Optional maintenance agreements are not taxable.

· Custom software, license & maintenance agreements are not taxable.

· Canned software, license & maintenance agreements are taxable if delivered via tangible media, i.e. diskette, cd-rom.

· Canned software, license & maintenance agreements are not taxable if delivered electronically or loaded by the Vendor.
· Canned software optional maintenance agreements on tangible media that is lump-sum, all inclusive billing is taxable.

6.       RESALE:

A.  Unless you have a Resale Certificate, you cannot buy tangible goods to resell to customers
external to CSUMB (not inter-departmentally within CSUMB).   If you have a Resale Certificate, then your department has the responsibility to collect the sales tax from the external (excluding inter-departmentally within CSUMB) customers and record the sales tax liability in the general ledgers.

B. Resale inter-departmentally within CSUMB, the department that made the original purchase will need to pay use or sales tax.  All internal transfers of merchandise between various departments within CSUMB are not deemed sales.
7.       GRANT FUNDING:

If purchases are made with grants money received, the department making the purchase is still required to pay Use and Sales Tax.

8. CONSTRUCTION:
If a Contractor paid for supplies which included tax, and then resells, the Contractor must charge tax.

If the Contractor paid for supplies which included tax and does the installation work, then the Contractor does not charge tax.

See State Board of Equalization Publication 9, Tax Tips for Construction and Building Contractors, Sales and Use Tax at:

http://www.boe.ca.gov/pdf/pub9.pdf
FOR MORE INFORMATION GO TO  http://www.boe.ca.gov  or http://www.boe.ca.gov/lawguides/business/current/btlg/vol1/sutr/sales-and-use-tax-regulations.html
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