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Disclaimer: The information in this booklet is for general information purposes only; it is not intended to be tax or legal advice. Each situation is specific; consult your CPA or attorney to discuss your specific requirements or questions. 

.
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Most information for this section was taken from the following web sites: California State Board of Equalization (BOE) and IRS.gov. For more information or answers to specific questions, please go to those web sites.  There is a lot of information to cover, so let’s jump right in.

	[image: ]
	 	[image: ]


[image: ]

ORDINARILY SUBJECT TO SALES TAX

[image: ]


In general, retail sales of tangible personal property in California and other states are subject to sales tax. Examples of tangible personal property include such items as furniture, giftware, toys, antiques, clothing, and so forth.

In addition, some service and labor costs are taxable if they result in the creation of tangible personal property. For example, if you make a ring for a specific customer, you are creating tangible personal property. Therefore, the total amount you charge for the ring (including the charge for labor) would be taxable. This would also be the case if the customer provided the materials for making the ring.

However, labor costs for making repairs (resetting a diamond, for example) are not taxable since they do not result in the creation of tangible personal property. You are only repairing or reconditioning existing property.

Likewise, a labor charge to install or apply property that has been sold is not ordinarily subject to sales tax (note: the labor charge should be stated separately on the bill).

There are many rules governing what is taxable. Artists living in California are encouraged to call the BOE's Information Center 800-400-7115 or contact your nearest BOE office for information on what is taxable for your business. If you live in another state, I strongly urge you to check out your state’s rules in this matter.

SALES TAX

Since I live in California, out of Necessity, I am somewhat familiar with California’s rules concerning Sales Taxes. What is taxable? Retail sales of tangible personal property in California are generally subject to sales tax. Examples of tangible personal property include such items as art, furniture, giftware, toys, antiques, clothing, and so forth. In addition, some service and labor costs are subject to sales tax if they result in the creation of tangible personal property. (Art commission?)

In some instances, retailers must pay use tax, rather than sales tax, to the BOE. The most common example of a purchase subject to the use tax is a purchase of an item for use in California from an out-of-state retailer. Out-of-state retailers who are engaged in business in this state are required to collect the use tax, whenever applicable, from the consumer at the time of making the sale.

The tax rate for sales and use taxes is the same.

Some sales and purchases are exempt from sales and use tax. Examples of exempt sales include, but not limited to, sales of certain food products for human consumption, sales to the U.S. Government, and sales of prescription medicine. For more information on exempt sales, California Artists please refer to California publication 61, Sales and Use Taxes: Exemptions and Exclusions.

Who is responsible for paying sales tax to the Board of Equalization? As a seller, you owe the sales tax and are responsible for paying the correct amount to the BOE. If you do not pay the correct amount, you are subject to additional tax charges plus applicable penalties and interest charges.

INTERNET SALES

If you have a web site, you may want to increase your cash flow by selling your original art, prints or other items on the Internet. Most web site developers have a PayPal option that will allow you to set up internet payments. The most common question about Internet Sales is are on-line sellers required to collect sales tax?  That is not easy to answer because there is no consistent law regarding collecting sales tax on internet sales from state to state, and at present there is a hot debate on whether or not you can be required to pay sales tax to a state where you have no physical presence. It is probably safe to say however, that you should check out the rules set up for this in your particular state. To do this I can recommend this site: http://www.nolo.com/legal-encyclopedia/50-state-guide-internet-sales-tax-laws.htm

For Artists living in California, even if you sell 100% of your art online from home in a twelve-month period on auction or any other type of internet sites, you are still required to hold a valid California seller's permit. Even if you only sell three or more items considered tangible property, you could still be required to have the seller’s permit.  Internet sales are treated just like sales you make at retail stores or other outlets, through sales representatives, over the telephone, or by mail order. Artists located principally in California should read: Publication 109 – Internet Sales. 
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You must obtain a seller's permit (re-sale number) if you:

	Are engaged in business in California and Intend to sell or lease tangible personal property that would ordinarily be subject to sales tax if sold at retail.

	The requirement to obtain a seller's permit applies to individuals as well as corporations, partnerships, and limited liability companies. Both wholesalers and retailers must apply for a permit. 

	If you do not hold a seller's permit and will make sales during temporary periods, such as Christmas tree sales and rummage sales, you must apply for a temporary seller's permit. Such permits are normally issued to selling operations lasting no longer than 30 days at one location. 

	


What does engaged in business mean? You are engaged in business in California if you:

	Have an office, sales room, warehouse, or other place of business in this state (even if the location is only temporary).

	Have a sales representative, agent, or canvasser operating in this state. 

	Receive rental payments from the lease of tangible personal property in this state. 


There are other activities that may qualify a selling operation as being engaged in business in California. Due to the various rules that apply, you should contact the BOE's Information Center 800-400-7115 or contact your nearest BOE office to determine if you must obtain a permit.

APPLYING FOR A SELLERS PERMIT

You can visit or call a nearby BOE office to obtain an application. Or, you can arrange to have an application mailed or faxed to you by calling 800-400-7115. Applications can also be downloaded from Forms and Publications Section of the BOE website.

(Note: You will need to mail or bring in the completed application since we must have your original signature. You should make a copy for your records.) 

If I apply for a permit, what information is needed to complete an application?

You will be asked to furnish:

	Your social security number (corporate officers excluded). 

	A photocopy of your driver license to ensure the accuracy of the information provided and to protect against fraudulent use of your identification numbers. 

	The name and location of a bank where you have an account.

	Names of suppliers.

	Name of person maintaining your account.

	Names and address of a personal reference.

	Anticipated average monthly sales and the amount of those sales that are not taxable.



Additional information may be required.


If you have a business partner, or if the business is managed by corporate officers or limited liability company managers, members or officers, those persons will also be asked to furnish some of the information listed above.

Is information regarding my account subject to disclosure?

Yes. While most of the information you provide to the BOE is confidential, some is subject to public disclosure, such as the information on your seller's permit and the closeout date of
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