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Sales Tax

* Nonprofit that sells taxable goods or services must obtain
a sales tax permit and collect and remit the sales tax.

» Selling entity is a retailer or seller and responsible to
collect, report and remit the tax.

» Sales of tangible personal property are taxable unless an
exemption exists for the item.

* |f asale is made for which an exemption is not available,
then tax Is due.



£ Did you know?

* Nonprofit and tax exempt not the same.

* Nonprofit may or may not be exempt
from federal taxes.

e Contact IRS for federal income tax
Information at (877) 829-5500 or visit
IRS website at www.irs.gov.
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Did you know?

» Sales tax exemption not automatic -
application to Comptroller’s office Is
required.

* http://window.state.tx.us/taxinfo/exempt/
Index.html

*(800) 252-5555 Tax Assistance
* exempt.orgs@cpa.state.tx.us
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I Want To...

File Online with
WebFile

Get franchise tax
information

Get a Certificate
of Account Status
Get Tax
Requirements for
Secretary of State
Filings

Access electronic
reporting

Go to the State
Tax Automated
Research System
(STAR) System

Filing and Paying
Sales T
Applicat
File Onli

Electro
and Fun

ermit

with WebFile

eporting
Transfers

Exempt Organizations

Program

Refunds

Tax Forms

P.O. Boxes for Tax
Reports

Tax Resources

Tax Publications

Texas Taxes

Overview of Texas Taxes

The Texas Comptroller's office serves the state by collecting
more than 60 separate taxes, fees and assessments, including
local sales taxes collected on behalf of more than 1,400 cities,
counties and other local governments around the state. State
taxes and fees will generate an estimated $77.5 billion in the
state's 2008-09 budget period.

Tax Assistance and Customer Service Response
Times

We are committed to responding to calls and e-mails as quickly
as possible. See our call tips and peak schedule for details on
factors that may impact response times.

Taxes and Fees

911 Emergency Service Fee
911 Equalization Surcharge Local Property
911 Prepaid Wireless Emergency Service Fee
911 Wireless Emergency Service Fee

Automobile Burglary and Theft Prevention
Authority (ABTPA) Assessment

Automotive Oil Sales Fee
Bank Franchise

Battery Sales Fee

Boat & Boat Motor

© webfile

Online Tax Filing

Most Popular
Tax Forms
Franchise Tax
Sales & Use Tax

Local Sales & Use Tax

Property Tax

Taxes and Fees

Alphabetical listing of
all Texas taxes, fees,

and assessments.

Local Sales & Use

Loan Administration Fee

Manufactured Housing

Miscellaneous Gross Receipts

Mixed Beverage Tax

Motor Fuels Transporters

Motor Vehicle - Gross Rental Receipts

Motor Vehicle - Local Sports and
Community Venue Sales and Lise

Electronic Reporting and Paying
! £=3 b £




Tax-Exempt Forms

Sales and Use Tax
Exemption Certificate
{(PDF)

Hotel Tax Exemption
Certificate (PDF)
Resources
Publications

Frequently Asked
Questions

Search Tax-Exempt
Entities

State Tax Automated
Research (STAR)
System

Tax News

Tax Seminars

Tax Mailings

Tax Policy News

Texas Taxes

Exemptions for Qualified Organizations

The Texas Tax Code provides tax exemptions for certain
qualifying organizations, including 501(c) organizations;
educational, religious and charitable groups; qualifying

homeowners associations; and various other categories.

Organizations are not automatically exempt from tax.
Organizations must apply for exemption with our office.

Depending on the category of exemption for which it qualifies,
an organization may be granted exemption from sales, franchise
or hotel tax.

Although sales tax exemptions apply to purchases necessary to
an organization's exempt function, the exempt organization
must collect tax on most of its sales. See Exempt Organizations
— Sales and Purchases (Pub. ©26-122) (porF, 4o0s5kB) for more
information.

* How to Apply

To apply for exemption, an organization must complete the
appropriate application form for its exemption category
listed below and send it to our office with the required
documentation described in Guidelines to Texas Tax
Exemptions (Pub. 96-1045).

An organization must show by clear and convincing evidence
that it qualifies for exemption as that exemption is defined
in Texas law and rules.

Applications submitted without the reqguired documentation
will be returned.

Exempt Search and
WVerification

Search our records and
obtain online verification of
an organization's
exemption from Texas
franchise tax, sales and
use tax and hotel

eTancy tax.

Search Tax-Exempt Entities

Other

Tools

Franchise Tax Account
Status (Good Standing)
Search

The Taxable Entity Search
on the Certificate of
Account Status page will
indicate if a corporation
searched is in good
standing.

Property Tax Exemption
Status Search
Organizations engaged
primarily in charitable
activities under Tax Code
Sec. 11.18(d) may be
eligible for a property tax
determination letter. To
find out if an organization
has been issued a




Exempt
96-122

96-1045
896-224
94-1606

94-183

Organizations
Exempt Organizations - Sales and Purchases (PDF)

Guidelines to Texas Tax Exemptions
Hotel Occupancy Tax Exemptions

Local Option Property Tax Exemption for Charitable
Organizations

School Fundraisers and Texas Sales Tax (PDF)

Fireworks Tax

94-162

Fireworks (PDF)

Franchise Tax

98-806
98-862
96-114

98-892
98-861

Franchise Tax Overview

Franchise Tax Reporting Tips for Combined Groups (PDF)

The Texas Franchise Tax on Corporations
{applies to reports originally due before January 1, 2008)

Which forms should I file? (PDF)
Why did you receive this notice? (PDF)

Fuels Tax

98-685

98-661

98-796

96-727

Changes and Deadlines for Motor Fuels Tax Refund
Claims

How to Claim a Tax Refund for Gasoline Used in Off
Highway Equipment (PDF}

January 1, 2006, Reminder Concerning Motor Fuel
Exported or Sold for Export to Another State (PDF}

Motor Fuels Tax Legislative Update

096-727-2 Motor Fuels Tax Reminder

98-723

Reminder to Dyed Diesel Fuel Bonded Users
Recordkeeping Reguirements




Tax-Exempt Forms

Sales and Use Tax
Exemption Certificate
(PDF)

Hotel Tax Exemption
Certificate (PDF)
Resources
Publications

Freguently Asked
Questions

Search Tax-Exempt
Entities

State Tax Automated
Research (STAR)
System

Tax News

Tax Seminars

Tax Mailings

Tax Policy News

Texas Taxes

Exemptions for Qualified Organizations

The Texas Tax Code provides tax exemptions for certain
qualifying organizations, including 501(c)} organizations;
educational, religious and charitable groups; qualifying

homeowners associations; and various other categories.

Organizations are not automatically exempt from tax.
Organizations must apply for exemption with our office.

Depending on the category of exemption for which it qualifies,
an organization may be granted exemption from sales, franchise
or hotel tax.

Although sales tax exemptions apply to purchases necessary to
an organization's exempt function, the exempt organization
must collect tax on most of its sales. See Exempt Organizations
— Sales and Purchases (Pub. 96-122) (pDF, 405kB) for more
information.

How to Apply

To apply for exemption, an organization must complete the
appropriate application form for its exemption category
listed below and send it to our office with the required
documentation described in Guidelines to Texas Tax
Exemptions (Pub. 96-1045).

An organization must show by clear and convincing evidence
that it gualifies for exemption as that exemption is defined
in Texas law and rules.

Applications submitted without the required documentation
will be returned.

Exempt Search and
Werification

Search our records and
obtain online verification of
an organization’s
exemption from Texas
franchise tax, sales and
use tax and hotel
occupancy tax.

Search Tax-Exempt Entities

Other Related Search
Tools

Franchise Tax Account
Status (Good Standing)
Search

The Taxable Entity Search
on the Certificate of
Account Status page will
indicate if a corporation
searched is in good
standing.

Property Tax Exemption
Status Search
Organizations engaged
primarily in charitable
activities under Tax Code
Sec. 11.18(d) may be
eligible for a property tax
determination letter. To
find out if an organization
has been issued a
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Did you know?

» A “sales” tax exemption Is not the same
as an exemption from motor vehicle sales
tax.

* In most cases a nonprofit organization
must pay motor vehicle tax on Its
purchase, lease or rental of a motor
vehicle.
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Motor Vehicle Tax

*Church Transportation
*Certain 24/7 Child Care Facilities

*\olunteer Fire Departments and
Emergency Medical Services
Providers

o[Federal, State and Local Public
Agencies
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Motor Vehicle Tax

Gift Tax ($10) applies to donation of vehicle to or
from a 501(c) nonprofit.
Questions?

» Comptroller Motor Vehicle Tax Specialist
(800) 252-1382 or e-mail
tax.help@cpa.state.tx.us.

» Texas Department of Motor Vehicles (TXDMV)
(888) 368-4689 Website: http://www.txdmv.gov/
* Local County Tax Assessor-Collector



SALES



Sales Tax

* No sales tax permit required for nonprofit organization if
all sales are not taxable.

o Sales tax permit required If any sales are taxable.

» Use of exemption certificate or resale certificate to
purchase taxable items tax free for resale at a tax free
sale.

e Common situation where the nonprofit organization may
appear to be the seller, but is not.
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g Fundraising Companies
Sales Tax Rule 3.286(d)(6)

* Nonprofit acts as sales representative for a
orofit fundraising company.

» Uses marketing materials (catalog,
orochures, sales form) of the profit
fundraising company.

* Profit fundraising company coordinates
the fundraising event.

* Fundraising company Is the seller.
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Fundraising Co}npanies
Sales Tax Rule 3.286(d)(6)

Fundraising Company

* Has all tax collection responsibility; reports
and remits tax to Comptroller.

* Instructs nonprofit on how to collect tax.

* May price taxable items tax included or
collect tax on sales price.

* Local tax Is based on location of nonprofit
organization.



e

*~ Fundraising Companies
Sales Tax Rule 3.286(d)(6)

Nonprofit Organization

* No tax responsibility other than to
forward tax collected to fundraising
company.

» Does not 1ssue exemption or resale
certificate to fundraising company.

* Does not count against one-day, tax-
free sale day.
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s Two Tax-Free Sales Days

A 501(c) (3), (4), (8), (10), (19) group, or
charitable/educational/religious
organization may:

* Hold 2 tax-free sales days, with each
day 24 consecutive hours only,

* Can be back-to-back days for 48 hours,
» Designate tax-free in advance,
* Notify customers of tax-free sale.
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" Two Tax-Free Sales Days

* Items for $5,000 or less (can exceed if
manufactured by nonprofit or not sold to donor)

» Count as a joint sale for both groups

» Can’t collect the tax and keep it under the “tax-
free sale” provision

* |ssue resale or exemption certificate to purchase
taxable items for resale

* Reporting
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Two Tax-Free Sales Days

» Advanced orders, pre-orders/pre-sales,
orders taken over a period of time with
delivery at a later date.

» Surplus inventory
*“Sold out” items



Bona Fide Chapter?

* Bona = good
* Fide = faith
» Chapter = local branch
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Bona Fide Chapter of a Nonprofit
Organization

e Authentic branch of an
organization,

» Organized by electing officers,

* Holding meetings,

» Conducting business,

* Activity other than a tax-free sale.



Bona Fide Chapter Examples

* School

* Church

» General nonprofit organization



P

Please note...

* Not all sales tax exempt organizations can
hold the 2 one-day, tax-free sales (e.g.,
youth athletic groups, volunteer fire
departments and chambers of commerce).

» But, possible if group also qualifies for
exemption as a 501(c)(3), (4), (8), (10) or
(19) organization and basis for sales tax
exemption is reclassified.



Nontaxable Items and Services
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Intangibles

No sales tax on the sale of intangibles:
* GIft certificates,
 GIft cards,
* Passbooks,
» Coupon books,
» Raffle tickets? Beware!
* WWW.0ag.state.tx.us
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Nontaxable Food Products

» Boxes of fresh fruit

* Frozen cookie dough, pizza kits (pizza
only--not tools)

» Mixes to be prepared at home (e.g.,
soup, dessert, bread, dip, pancake)

» Meat sticks, cheese spreads & balls
* Bottled sauce, salsa, jelly, syrup

(Comptroller Rule 3.293)
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Exempt Baked Goods

» Bakery products are exempt unless sold with
plates or other eating utensils.

* Pies, cakes, cookies, doughnuts, pigs-in-a-
nlanket, biscuits, bagels, baked goods with
Ingredients baked inside.

» Eating utensils include plates, bowils,
spoons, knives, forks.

(Comptroller Rule 3.293)
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Annual Food Sale
All volunteer nonprofits may hold tax-

free food sale If:
* Not professionally catered,
* Not held In a restaurant or hotel,
* Not In competition with a retailer &
* Food prepared by group’s members.
* No alcoholic beverage sales.



P S

Magazine Subscriptions

Magazines entered as periodical class
mall & sold for 6 months + are exempt.
Single Issues and subscriptions less
than 6 months are taxable, unless an

exempt writing.
(Comptroller Rule 3.299)
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Nontaxable Services

For example:
» Carwash
* Pet sitting or walking
* Baby sitting
* Face painting
» Cosmetology services
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Sales Tax Holiday

August 17 — 19, 2012

» Most clothing & footwear under $100

» Backpacks for elementary/secondary

» Specific school supplies for elementary/secondary

* Not computers or computer bags

* Rule and Publication 98-490 being updated

» Watch for “Tax Policy News” article
(Comptroller Rule 3.365)
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Donations

*Donations not taxed, but take care
In giving an item for the “donation”
(baseball cap = donation amount).

*\When IS a donation a “sale”?
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Did you know?

* Anyone may purchase taxable items to
donate to an exempt entity tax-free with
exemption certificate [151.310 (a)(1) & (2)].

* [tem may not be used first (e.g., purchase
and donate musical instruments to a
school).

» Seller may donate unused inventory.
(Comptroller Rules 3.285 and 3.287)



Specific Exemptions By
Organization Type
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Meals and Drinks

(including candy and soft
drinks)
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Meals & Drinks Tax-Free 151.314

No tax on meals, food or drinks if
 Sold by church or church function

» Sold by school group during
regular school day (school, district,
student group, PTA)

» Sold by a PTA/PTO during fundraiser



P S

Meals & Drinks Tax-Free

* Sold by group associated with a school if
fundraiser sponsored by the organization
(booster club concession)

» Sold by member or volunteer of group
providing educational/physical/religious
training for persons under 19 (little league
concessions; candy sales)

(Comptroller Rule 3.293)



Amusement Services
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Amusement Services

* Amusement services are exempt if nonprofit - other
than IRC 501(c)(7) - provides and does not benefit one
individual.

* Nonprofit may hire a for-profit to “produce” the
amusement If nonprofit held out as “provider” in
brochures, flyers, tickets, ads, etc.

* Normally taxable amusement may qualify for exempt-
lon based on location where event occurs.

(Comptroller Rule 3.298)



Exempt Writings
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Exempt Writings

* No sales tax on periodicals and writings
published and distributed by nonprofit
religious, philanthropic, charitable,
historical, scientific or other similar
organization.

» Similar organization = 501(c)(3).
» Does not include educational group.
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Exempt Writings

* No tax on printed reading materials,
audiotapes, videotapes, computer disks
(books, Bibles, newsletters, magazines,
music).

* Include tax on items that primarily serve
other purposes (bookmarks, clothing,
posters).

(Comptroller Rule 3.299)



Volunteer Fire Departments
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" Volunteer Fire Departments

» Expires September 1, 2014.

* VFD must be exempted from payment of
sales tax to qualify.

* Online verification or call Exempt
Organizations Section at (800) 531-5441.

* 10 per calendar year. No more than 72 hrs.

» Count as a sale for each group if jointly
held.

[Tax Code Section 151.310(c-1)]



I Exempt Organization

Verification

Call (800) 252-5555 Tax Assistance
Email exempt.orgs@cpa.state.tx.us

Online verification at
www.window.state.tx.us/taxinfo/exempt/index.html



Senior Citizens Groups
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Senior Citizens Groups
» Exempts taxable items manufactured, made or
assembled by person 65 years or older.

* Fundraising sale held or sponsored by nonprofit
organization to provide assistance to elderly
DEersons.

* Proceeds can go to organization, senior who
produced the taxable item or both.

* Maximum 4 fundraising events per calendar year
for a total of no more than 20 days.

* No registration required.
(Comptroller Rule 3.316)



Student Organizations
(Higher Education)



! Student Organizations

(Higher Education)

* 1 day, tax-free sale per month.

» Fundraiser for school certified group, if
group not formed primarily for profit.

* [tems for $5,000 or less (can exceed if
manufactured by organization or not sold to
donor).

* Also exempts first $5,000 of other sales of
taxable items.

(Comptroller Rule 3.316)
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Certification by School

School mails listing to:
Exempt Organizations Section
Tax Policy Division
Post Office Box 13528
Austin, Texas 78711-3528

Questions?
Call (800) 252-5555
Email exempt.orgs@cpa.state.tx.us



Nonprofit Animal Shelters



~ Nonprofit Animal Shelters
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* Nonprofit animal shelter Is a facility

t

nat keeps or legally impounds stray,

I

omeless, abandoned or unwanted

animals.

* No tax due on the sale of the animal,
Including the acceptance of an adoption
fee.

o Accessories taxable.

(Comptroller Rule 3.316)



Sales Tax Permit



= Feornn TEXAS SALES AND USE TAX PERMIT
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o a resale or exemption cerdificate. You will be responsible You must oblain a new permit if there is a change of
resale exempiion cedificale on fife. ownership, location, or business location name.

CATION NAME, and PHYSICAL LOCATION

Type of permit

SALES AND USE TAX

Taxpayer number

32000000001

Localion number
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Resale & Exemption Certificate



Texas Resale Certificate

* Issue resale certificate when nonprofit organization
purchases merchandise for resale.

 Tax is due if you don’t resell, but use the item.

 Number must consist of 11 digits that begin with a 1 or
3. The 9 digit Federal Employer Identification (FEI)
number or social security number not acceptable
evidence of resale.

(Comptroller Rule 3.285)



(AT TEE01-330
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=  TEXAS SALES AND USE TAX RESALE CERTIFICATE

Mame of purchaser, firm or agency as shown on permit Phone (Area code and number)

High School PTA 555-555-5555
Address (Sfreet & number, P.O. Box or Roufe number)

2468 Pep Rally Way
City, Statz, ZIP code

My Town, Texas 77777
Texas Sales and Use Tax Permit Mumber (must contain 17 digits)

|3I2I1I2I3I4I5ISITI8I9|

Cut-of-state retailers registration number or Federal Taxpayers Registry (RFC) number for retailers based in Mexico

| | (Retailers based in Mexico must also provide a copy of their Mexico registration form to the seller.)

|, the purchaser named above, claim the right to make a non-taxable purchase (for resale of the taxable items
described below or on the attached order or invoice) from:

Seller _We've Got Spirit

Street address; _111 Chant Lane

City, State, ZIP code:_Your Town, Texas 77777

Description of items to be purchased on the attached order or invoice:
120ct - 3inch "Beat the Tigers" buttons.

Description of the type of business activity generally engaged in or type of items normally sold by the purchaser:

Sales of spirit items by school PTA

The taxable items described above, or on the attached order or invoice, will be resold, rented or leased by me within the geographical
limits of the United States of America, its territories and possessions or within the geographical limits of the United Mexican States, in
their present form or attached to other taxable items to be sold.

I understand that if | make any use of the items other than retention, demonstration or display while holding them for sale, lease or rental,
I must pay sales tax on the items at the time of use based upon either the purchase price or the fair market rental value for the period
of time used.

I understand that it is a criminal offense to give a resale certificate to the seller for taxable ftems that | know, at the time of purchase, are
purchased for use rather than for the purpose of resale, lease or rental, and depending on the amount of tax evaded, the offense may
range from a Class C misdemeanor to a felony of the second degree.

R

:L%zf”’“”yoﬂn, Sgo\g%m% "3 p-08

This certificate should be fumished to the supplier. Do not send the completed certificate to the Comptroller of Public Accounts.



Texas Exemption Certificate

he exemption certificate does not
require a tax number to be valid.

(Comptroller Rule 3.287)



o s 01-338 (Back)
car (Rev. 2-07/8)

TEXAS SALES AND USE TAX EXEMPTION CERTIFICATION

Mame of purchaser, firm or agency

HIGH SCHOQOL PTA

Address {Strest & number, F.O. Box or Route number) Phone (Arsa code and numbsr)
2468 Pep Rally Way 555-555-5555
City, State, ZIP code
My Town, Texas 77777

|, the purchaser named above, claim an exemption from payment of sales and use taxes (for the purchase of taxable
items described below or on the attached order or invoice) from:

seller Party Goods USA

Street address: 145 Party Way City, State, ZIP code: Any Town, Texas 88888

Description of items to be purchased or on the attached order or invoice:
Plastic Cups, Paper Napkins, Paper Plates, Plastic Forks and Spoons.

Purchaser claims this exemption for the following reason:

Items purchased by High School PTA, an Educational Organization, for use at the annual Back to School
event.

| understand that | will be liable for payment of all state and local sales or use taxes which may become due for failure to comply with
the provisions of the Tax Code and/or all applicable law.

I understand that it is a criminal offense to give an exemption certificate to the sefler for taxable ifems that | know, at the time of purchase,
will be used ina manner other than that expressed in this certificate, and depending on the amount of tax evaded, the offense may range
from a Class C misdemeanar to a felony of the second degree.

.ﬁL%:»P”;nL\ Do “\P %10%

NOTE: This certificate cannot be issued for the purchase, lease, or rental of a motor vehicle.
THIS CERTIFICATE DOES NOT REQUIRE A NUMBER TO BE VALID
Sales and Use Tax "Exemption Numbers" or "Tax Exempt" Numbers do not exist.

This certificate should be furnished to the supplier. Do net send the completed certificate to the Comptroller of Public Accounts.



01-330 (Back)
{Rew.7-107) | | |

Texas Sales and Use Tax Exemption Certification

This certificate does not require a number to be valid.

Name of purchaser, firm or agency

Good Works
Address (Streef & number, P.O. Box or Route number) Phone (Area code and number}
2468 Non-Profit Way 555-555-5555
City, State, ZIP code
Any Town, Texas 77777

I, the purchaser named above, claim an exemption from payment of sales and use taxes (for the purchase of taxable
items described below or on the attached order or invoice) from:

Seller: AAnything & Everything Inc.

Street address: 111 No Name Way City, State, ZIP code: Another Town, Texas 77777

Description of items to be purchased or on the attached order or invoice:

120ct Bluebonnet T-shirts

120ct Armadillo T-shirts

120ct Misc Postcards

300 ct Assorted Sterling Silver Charms

Purchaser claims this exemption for the following reason:

Qualified nonprofit IRC Section 501(c)(3) organization purchasing items for resale at one of its two one-day,
tax-free sale days.

I understand that | will be liable for payment of all state and local sales or use taxes which may become due for failure to comply with
the provisions of the Tax Code and/or all applicable law.

I understand that itis a criminal offense to give an exemption certificate to the seller for taxable items that [ know, at the time of purchase,
will be used in a manner other than that expressed in this certificate, and depending on the amount of tax evaded, the offense may range
from a Class C misdemeanor to a felony of the second degree.

sm) 79 e Dt "o 911D

NOTE: This certificate cannot be issued for the purchase, lease, or rental of a motor vehicle.
THIS CERTIFICATE DOES NOT REQUIRE A NUMBER TO BE VALID.
Sales and Use Tax "Exemption Numbers" or "Tax Exempt" Numbers do not exist.

This certificate should be furnished to the supplier. Do not send the completed certificate to the Comptroller of Public Accounts.




Tax Collection
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Texas Sales and Use Tax

e State sales and use tax rate Is 6.25%.

 Local taxing jurisdictions (cities, counties,
special purpose districts and transit
authorities) may also impose sales and
use tax up to 2% for a total maximum
combined rate of 8.25%.

 You will be required to collect and remit
both state and local sales and use tax

when applicable.




I! Col

lection of Tax

* The rate to be collected is determined by the
place of business or event location.

* The tax Is collected on all items being sold that
are not exempt.

e If you choose to include the tax in the sales price
of the item, your customer must be told that the
sales tax Is included in the price.
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Backing Out Tax on Tax Included Sales

Use this formula to calculate the sales tax on tax
Included sales.

SALES PRICE DIVIDED BY 1.(TAX RATE) = TAX
BASE

SALES PRICE - TAX BASE = SALES TAX

Example: Taxable item sells for $11 including tax. Tax
rate 8.25%.

$11/1.0825 = $10.16
$11 - $10.16 = $0.84 (tax)
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~ Filing Sales Tax Returns

 Returns can be filed in person, by mail, or via the
Internet. “No tax due” returns can also be filed over
the telephone.

e Returns are due Monthly, Quarterly or Yearly (based
on qualifications) on the 20th day of the month
following the end of the reporting period.

 Returns postmarked on the due date are considered
timely. $50 late filing penalty.
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iling Sales Tax Returns

 You must file a return even if you do not get one In
the mail.

 You must file a return even if you had no taxable
sales for the period and do not owe any tax.

 You will receive an estimated billing if you fail to
file a return.



()% o oszs TEXAS SALES AND USE TAX RETURN  HHI ! QUI0F BUSNESSOMTE

PO

. m 26140 + Do not fold, staple or paper clip  + Write only in white areas. ¥ no longer in business.'¥
c. I Taxpayer number d. Filing perind
Manth Ending 7/31/2006

32123456789 [oluede
812112006
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W Whole doflars onjy——— 3:000 UD

f. "JLrHE!t )
location ] 2. TAXABLE SALES 1 ?000 UD

W (Whoie dollars oy

3. TAXABLE PURCHASES
| ﬁ#ﬁuhn‘nﬂmmﬁﬂ_-l- 15000
k. Outlet address (Do notuse a KU, box aodress) 4, Total amount

subject to tax =
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Anywhere, Texas 78123 5. Tax due - Multiply ltem 4 by
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45 ABC 6. TIMELY FILING DISCOUNT___ = 0.47
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8. Net tax due 94.41

T declare that the information in this document and any attachments i true and S b
commect 1o the best of my knowledge and beliel, 0, Panalty & interest 4 0.00
5'9" Taxpaver of dulv authorized agent (See imstuctonsl

here ) fades Toe O IRDBAMGHRT 0 94.41
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Comptroller’s Website
* www.window.state.tx.us
* Website has all forms
o Statutes, rules, publications, fags
* STAR research system



P

Contact Us

Comptroller of Public Accounts
(800) 252-5555
or email
tax.help@cpa.state.tx.us
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Welcome to the Comptroller’s “Exempt Organizations – Sales and Purchases” Webinar. Thank you for joining us. 



I’m Stefanie Medack and I will be your presenter today. Also with us are Robin Corrigan…of our Sales Tax Policy section. 



Before We Start...





























Before we start, I would like to point out a couple of options that will enhance your participation in this webinar. 



On the screen in front of you is the webinar control panel. You should see a box on the right hand side of your screen. It has a grab tab so that you can open and close it.  In that box, you should see a question and answer box. If you have questions during the presentation, you can submit them through this feature. Simply type your question into the box and hit “send”. We will receive the question and assign it to one of our panelists. The panelist will respond directly to you and the response should appear in that same box. Depending on the volume of questions we receive, response times may vary, but we will attempt to respond to all questions during the course of the presentation. To see previous questions and answers, you will need to scroll back through that box. 



If you have audio problems, try using headphones with your computer or expand the “audio” portion of the Webinar panel; select “use telephone;” dial the phone number listed; and enter the access code and pin number. 



This Webinar is expected to last approximately one hour, and we will offer another 10 minutes at the end to continue receiving and answering questions.  Thank you for your attention. Now, let’s get started! 
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Sales Tax

Nonprofit that sells taxable goods or services must obtain a sales tax permit and collect and remit the sales tax. 



Selling entity is a retailer or seller  and responsible to collect, report and remit the tax.



Sales of tangible personal property are taxable unless an exemption exists for the item. 



 If a sale is made for which an exemption is not available, then tax is due.













This Webinar is intended to offer information on the tax collection responsibilities of nonprofit organizations making sales.



Generally,  a nonprofit organization that sells taxable items or services must obtain a sales tax permit and collect, report and remit the sales tax on those taxable sales. 



The entity making the taxable sale is a retailer or seller and is responsible for collecting the applicable tax from the purchaser and reporting and remitting the tax to the Comptroller of Public Accounts. 



Sales of tangible personal property are taxable unless an exemption exists for the item. This is true whether the seller is a for-profit business, sole proprietor, nonprofit organization or nonprofit sales tax exempt organization.  Tangible personal property is basically anything that can be seen, weighed, measured, felt, or touched or that is perceptible to the senses in any other manner. For sales tax purposes, the term includes computer programs and items that are sent or received electronically or digitally, like ringtones and digital videos or photographs.  There are also 17 categories of taxable services, including lawn care, nonresidential repair and remodeling and cleaning and janitorial services. 



 If a sale is made for which an exemption is not available, then tax is due. Sales tax exemptions are found in the Texas Tax Code under Subchapter H. Exemptions, Sections 151.301 – 151.355. 
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Did you know? 

Nonprofit and tax exempt not the same.

Nonprofit may or may not be exempt from federal taxes.

Contact IRS for federal income tax information at (877) 829-5500 or visit IRS website at www.irs.gov.
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Although this Webinar is about the taxability of fundraising sales and the collection of sales tax, it is important to have a basic understanding of nonprofit organizations and tax exemptions.



A nonprofit organization is a group organized for purposes other than generating a profit and operates for the benefit of the public or for a benevolent purpose. Although generating a profit is not the motive for the organization, of course, it must have funds to operate so it can fulfill its benevolent purpose. 


Don’t presume that nonprofit also means that the organization is exempt from paying federal income tax. A nonprofit organization may or may not have a federal income tax exemption. Donations made to a nonprofit organization may or may not be tax deductible for the donor. For information on federal income tax exemptions, look for the Internal Revenue Service (IRS) Publication 557, “Tax-Exempt Status For Your Organization” on the IRS website at www.irs.gov or you may call the IRS toll-free at (877) 829-5500.





Did you know? 

Sales tax exemption not automatic - application to Comptroller’s office is required.

http://window.state.tx.us/taxinfo/exempt/index.html

(800) 252-5555 Tax Assistance

exempt.orgs@cpa.state.tx.us
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Also, don’t presume that a nonprofit organization is exempt from paying state taxes such as sales tax. Not all nonprofit organizations can make tax-free purchases of items used by the nonprofit organization. A nonprofit organization seeking to become exempted from paying sales tax on its purchases must apply to the Comptroller. The exemption is not automatic. Applications are available on our website and must be submitted to the Comptroller’s Exempt Organizations Section. The web page for Exempt Organizations is listed on the screen. Some nonprofit organizations may also qualify for franchise tax and/or hotel occupancy tax exemptions. If you have questions about your organization’s state tax exempt status or to apply for tax exemption, please call a Tax Specialist toll free at (800) 252-5555 or write to our Exempt Organizations Section at exempt.orgs@cpa.state.tx.us. 























You can access the Exempt Organizations web page through the Comptroller’s website at www.window.state.tx.us. From the home page, click on “Texas Taxes” from the tabs that go horizontally across the top of the screen.
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From the Texas Taxes page, look in the left hand column under “Filing and Paying” and click on “Exempt Organizations.” 
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Now you are at the Exempt Organizations home page and have access to the applications for exempt status, forms, publications, FAQs and you can even check to see if a nonprofit organization is on our list of exempt organizations.
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After selecting the publications link under the “resources” heading you will see a list of publications of interest to nonprofit and exempt organizations. Publication 96-122 “Exempt Organizations – Sales and Purchases” provides general information for all nonprofit organizations and 94-183 “School Fundraisers and Texas Sales Tax” provides information on sales made by schools and school groups.
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Insert screen shot of Exempt Orgs page.



















Tax Policy News is the Comptroller’s monthly online newsletter with the latest information about Texas taxes to assist you in understanding the application of various tax-related statutes and administrative rules. Signing up for Tax Policy News is easy. Simply click on “Tax Policy News” to go to the Tax Policy News home page. There you will find a link to sign up for this free online subscription service.
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Did you know?

A “sales” tax exemption is not the same as an exemption from motor vehicle sales tax.

In most cases a nonprofit organization must pay motor vehicle tax on its purchase, lease or rental of a motor vehicle.













In Texas, sales and rentals of motor vehicles are taxed differently than sales or rentals of other types of tangible personal property or services. Motor vehicles are taxed under Tax Code Chapter 152, Taxes on Sale, Rental, and Use of Motor Vehicles while the sale and rental of most other tangible personal property is taxed under Chapter 151, Limited Sales, Excise, and Use Tax.  

 

Nonprofit organizations, including organizations that are funded by the state or federal government and nonprofit organizations that have been granted exemption from the Texas limited sales, excise and use tax, are not automatically exempt from paying motor vehicle taxes. In fact, few nonprofit organizations qualify for exemption from motor vehicle tax. 



The entity seeking the motor vehicle tax exemption does not apply to the Comptroller for the exemption. The exemption is claimed at the time of purchase on the Texas Department of Motor Vehicle’s form 130-U Application for Texas Certificate of Title. Form 130-U is filed with the local county Tax Assessor-Collector (TAC). When purchasing a motor vehicle from a licensed dealer, the application is completed by the customer at the dealer’s office and the dealer generally takes the title application to the county TAC on behalf of the customer. When purchasing a motor vehicle through a private party transaction, the purchaser takes the paperwork to the TAC.
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Motor Vehicle Tax

Church Transportation 

Certain 24/7 Child Care Facilities 

Volunteer Fire Departments and Emergency Medical Services Providers 

Federal, State and Local Public Agencies                                













NOTE TO STEF------READ ONLY THE BOLDED INFORMATION!



The following motor vehicle tax exemptions are available for a qualifying nonprofit organization when buying or renting a qualifying motor vehicle:

Church Transportation:  No tax is due when a church or religious society buys or rents a vehicle designed to carry more than six passengers if used at least 80 percent of the time to transport people to and from church services or religious meetings. A vehicle purchased or rented for the official or personal use of a minister or other church or organizational members is not exempt, even if the vehicle will be used for a church sponsored activity. 

Licensed Child Care Facilities: Certain child care facilities licensed under Human Resources Code Chapter 42 that provide 24-hour residential care are exempt. The facility must be licensed to provide care in a single residential group both to children who do not require specialized services or treatment and children who are emotionally disturbed. To qualify, the vehicle must be used primarily in transporting the children who reside in the facility.

Volunteer Fire Departments and Emergency Medical Services Providers : A fire truck, ambulance, or other motor vehicle used exclusively for fire-fighting purposes or for emergency medical service is exempt from motor vehicle tax when purchased by a volunteer fire department or a nonprofit organization exempt from federal income tax under Section 501(c)(3) of the Internal Revenue Code and that is licensed as an emergency medical services provider by the Texas Department of State Health Services pursuant to Section 773.041 Health & Safety Code. 

Federal, State and Local Public Agencies : There is no motor vehicle sales or rental tax on a vehicle purchased by, or leased or rented to, a public agency. A public agency includes the federal government and its agencies, this state of Texas and its counties and cities, but does not include a nonprofit organization that is simply funded by a public agency. To qualify for this exemption, the vehicle must be operated with exempt license plates.  Federal law also provides for motor vehicle tax exemptions for other organizations, including certain Indian tribes, the American Red Cross, Boy Scouts, Girl Scouts, Camp Fire Girls, Boys Clubs and Girls Clubs. Motor vehicles purchased by these organizations do not have to be operated with exempt license plates. 
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Motor Vehicle Tax

 Gift Tax ($10) applies to donation of  vehicle to or from a 501(c) nonprofit.

Questions?

Comptroller Motor Vehicle Tax Specialist             (800) 252-1382 or e-mail  tax.help@cpa.state.tx.us.

Texas Department of Motor Vehicles (TxDMV)                                        

	(888) 368-4689  Website: http://www.txdmv.gov/

Local County Tax Assessor-Collector





















A motor vehicle qualifies to be taxed as a gift ($10) when it is donated to, or given by, a nonprofit service organization qualifying under the Internal Revenue Code, Section 501(c)(3).



Both the vehicle donor and recipient must complete an Affidavit of Motor Vehicle Gift Transfer (Form 14-317), which describes the transaction and the relationship between the parties. The affidavit must be notarized by a public notary of Texas or another state, or witnessed by an authorized employee of a Texas county tax assessor-collector's office (TAC). The affidavit must be provided to the TAC along with 130-U Application for Texas Certificate of Title when the vehicle is registered in the new owner's name. Either the recipient or donor must file Form 14-317 in person with the TAC. All of these forms are available through the Comptroller’s Website.



If you have questions about motor vehicle tax exemption, please call a Comptroller Tax Specialist toll-free at (800) 252-1382 or you may e-mail us at tax.help@cpa.state.tx.us.



The Texas Department of Motor Vehicles can assist you with questions about motor vehicle titles and registration and non tax questions about form 130-U. The Website for TxDMV is www.txdmv.gov. The toll-free customer service number for TxDMV is (888) 368-4689.



You can also obtain motor vehicle tax, titling and registration assistance through a local TAC’s office.
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SALES
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Every day we get questions from nonprofit organizations about the taxability of their fundraising efforts. The answer is that in most cases the nonprofit organization is a seller and must collect sales tax and have a sales tax permit. There are, however, several types of sales that nonprofit organizations may have that are not taxable.  The legislature provided these exemptions. They are specific and may not apply to all nonprofit organizations. 



Sales Tax

No sales tax permit required for nonprofit organization if all sales are not taxable. 



Sales tax permit required if any sales are taxable.



Use of exemption certificate or resale certificate to purchase taxable items tax free for resale at a tax free sale.



Common situation where the nonprofit organization may appear to be the seller, but is not.















For the purpose of this presentation, please note the following. If all of the nonprofit organization’s sales are nontaxable, the nonprofit organization is not required to obtain a sales tax permit and may purchase taxable items for resale tax free with an exemption certificate. But, if any sales are taxable, the nonprofit organization is required to obtain a sales tax permit and collect, report and remit the sales tax due on taxable sales. The nonprofit organization should issue a resale certificate when purchasing taxable items for resale.



Before I cover sales where the nonprofit organization is the seller, I will address a fundraising situation where it may appear  the nonprofit organization is the seller of the goods, but it is not. These are sales where the nonprofit organization sells the products and utilizes the services of a fundraising company by holding a book fair or selling other items. You may be familiar with these fundraising events. The fundraising companies sell a variety of products such as gift and novelty items, gift wrap, candy, food, candles, books, coupon books and magazines through brochures or catalogs. These fundraising companies usually market their fundraising services to nonprofit organizations such as schools, parent-teacher associations, booster clubs, youth groups and church organizations.
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Fundraising Companies
Sales Tax Rule 3.286(d)(6) 

Nonprofit acts as sales representative for a profit fundraising company.

Uses marketing materials (catalog, brochures, sales form) of the profit fundraising company.

Profit fundraising company coordinates the fundraising event.

Fundraising company is the seller.
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This office has consistently held that nonprofit organizations engaging the services of fundraising companies where the nonprofit organization receives a commission, compensation or a share of the proceeds by taking orders for the fundraising company to process and by using the fundraising company’s brochures, sales forms or other marketing materials are merely representatives for the fundraising company. The nonprofit organization is not the seller of the goods and is not responsible for the sales tax on the sale of these goods. The fundraising company is the actual seller of the items and the fundraising company is responsible for the collection of sales taxes on the full sales price of the items. 

 

There are, however, different business models and contracts used in fundraising and different understandings between the parties as to tax responsibilities.

 

Sales Tax Rule 3.286, Seller’s and Purchaser’s Responsibilities, including Nexus, Permits, Returns and Reporting Periods, Collection and Exemption Rules, and Criminal Penalties, clarifies the fundraising company’s responsibilities as the seller of the goods and its tax reporting responsibility. 



Fundraising Companies
Sales Tax Rule 3.286(d)(6)

Fundraising Company



Has all tax collection responsibility; reports and remits tax to Comptroller.

Instructs nonprofit on how to collect tax.

May price taxable items tax included or collect tax on sales price.

Local tax is based on location of nonprofit organization.                                                           

           						                  						













18

As the seller, the fundraising company has the tax collection responsibility and reports and remits the sales tax to the Comptroller. The nonprofit organization has no tax reporting responsibility to the Comptroller for these types of sales.



As the responsible party for the sales tax, the fundraising company should provide the nonprofit organization with instructions and information regarding the proper collection of tax on taxable items. The fundraising company may advertise in its sales brochures or state on each invoice that tax is included in the prices stated on the brochures or invoices; or, it may require that tax be calculated and collected based on the selling price of each taxable item. 



Regarding local sales tax, the primary location of the nonprofit organization determines the tax rate that should be collected from customers and which local taxing jurisdictions are entitled to revenue from those sales. 



Fundraising Companies
Sales Tax Rule 3.286(d)(6)

Nonprofit Organization

No tax responsibility other than to forward tax collected to fundraising company.

Does not issue exemption or resale certificate to fundraising company.

Does not count against one-day, tax-free sale day.
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The nonprofit organization has no tax responsibility other than to collect tax as instructed by the fundraising company and then forward the tax collected to the fundraising company. The fundraising company should not ask for either a resale or exemption certificate from the nonprofit organization. The nonprofit organization should not issue either a resale or exemption certificate to the fundraising company if asked. 



Next, I will discuss the two one-day, tax-free sales provision that applies to some nonprofit organizations. For those nonprofit organizations that do qualify for the two one-day, tax-free sales, it is important to note that the sales I just described that are coordinated by the fundraising company do not count against a qualifying nonprofit organization’s two one-day, tax-free sale days. A nonprofit organization eligible to have the two one-day, tax-free sales, can engage in as many sales as it would like by using fundraising companies and still be eligible for the two one-day, tax-free sale days. 

 



Two Tax-Free Sales Days

   A 501(c) (3), (4), (8), (10), (19) group, or charitable/educational/religious organization may:

 Hold 2 tax-free sales days, with each day 24 consecutive hours only,

 Can be back-to-back days for 48 hours,

 Designate tax-free in advance,   

 Notify customers of tax-free sale.
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For the purpose of the two one-day, tax-free sale provision, only specific nonprofit organizations that have qualified for exemption from the payment of sales tax on their purchases are eligible for the two one-day, tax-free sale provision. If you have questions about a nonprofit organization’s sales tax exempt status or its eligibility for the one-day, tax-free sale provision, please call a Comptroller Tax Specialist toll free at (800) 252-5555 or write to our Exempt Organizations Section at exempt.orgs@cpa.state.tx.us. 



A nonprofit organization, and each of its bona fide chapters, that has qualified for exemption from the payment of sales tax on its purchases as a charitable, educational or religious organization and organizations that have qualified for exemption from sales tax based on their Internal Revenue Code Section 501 (c)(3), (4), (8), (10) or (19) status, can hold two one-day, tax-free sales or auctions each calendar year. A calendar year is the 12 month period from January through December.  During each one-day sale, the organization does not need to collect sales tax on taxable items it sells. For purposes of the exemption, one day is counted as 24 consecutive hours. For example, a one-day, tax-free sale can go from noon Friday until noon Saturday. If a designated tax-free sale exceeds a consecutive 24-hour period, the organization or bona fide chapter, must use their 2nd allowed 24-hour period and may not hold another tax-free sale under this provision that calendar year. 

The one-day, tax-free sale days must be designated in advance. To document this, the organization’s records, such as meeting minutes, should designate on which two days the tax-free sales will be held. During the sale, customers must be informed that the sale is a qualified tax-free sale day. The organization may do this by having a statement on the receipts or post a sign at the check out area. The Comptroller’s office does not need to be notified of these days. 



Two Tax-Free Sales Days 

Items for $5,000 or less (can exceed if manufactured by nonprofit or not sold to donor)

Count as a joint sale for both groups

Can’t collect the tax and keep it under the “tax-free sale” provision

Issue resale or exemption certificate to purchase taxable items for resale

Reporting
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The exemption does not apply to items sold for more than $5,000 unless the item is manufactured by the organization, or the item is donated to the organization and not sold back to the donor. If a jointly held sale or auction event exceeds a 24 hour period, both organizations have used up their allowed two days and will need to collect sales tax on any taxable items sold during the rest of that calendar year unless another exemption applies. Furthermore, the nonprofit organization cannot collect the tax and keep it under the “tax-free sale” provision. 



If the exempt organization is purchasing taxable items for resale at the one-day, tax-free sale event and the organization holds a sales tax permit, the exempt organization may either give the retailer a resale certificate or exemption certificate to purchase the items tax-free. The resale certificate is the front side of our form 01-339 and the exemption certificate is the back side of form 01-339. A non-permitted exempt organization may purchase taxable items tax-free for the one-day, tax-free sale by issuing an exemption certificate to the vendor. 



If the organization has a sales tax permit, the organization should be sure to note the tax-free sale days in its records for sales tax filing purposes. The dollar amount would be included under “total sales” on the sales tax return, but would not be reported under “taxable sales.”



Two Tax-Free Sales Days 



Advanced orders, pre-orders/pre-sales, orders taken over a period of time with delivery at a later date.

Surplus inventory

“Sold out” items















22

A sale occurs when the seller transfers title or possession to the purchaser. For the purpose of the one-day, tax-free sale days, either the day the items are delivered by the vendor to the nonprofit organization or the day the nonprofit organization delivers the items to its customers can be designated as the “one-day” for the purposes of the tax-free sale. 



Persons buying from surplus inventory on the designated date do not owe tax. If the organization happens to run out of the items it is selling at its tax-free sale day, the sale qualifies as exempt under the one-day, tax-free sale provision if the customer makes payment in full on the designated one-day tax-free sale day and if the organization accepts the order on that day. Persons buying taxable items on subsequent dates, however, owe tax unless the purchase occurs on the organization’s other tax-free sale day. 





Bona Fide Chapter?



Bona = good

Fide = faith

Chapter = local branch
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As previously stated, a nonprofit organization and each bona fide chapter of the organization, that has qualified for exemption from the payment of sales tax based on its IRC Section 501 (c)(3), (4), (8), (10) or (19) status, or as a charitable, educational or religious organization, can hold two one-day, tax-free sales or auctions each calendar year.  



But, what is a bona fide chapter?



The statute and rule do not provide a definition. When the statute and rules are silent on the meaning of a specific word or phrase, the word or phrase takes the commonly understood meaning. Bona means good; fide means faith, and in this context,  “chapter” means local branch of an organization, society, or fraternity. A one word synonym given for bona fide is authentic. 





Bona Fide Chapter of a Nonprofit Organization

 Authentic branch of an organization,

 Organized by electing officers,

 Holding meetings,

 Conducting business,

Activity other than a tax-free sale.
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In this context, bona fide chapter of an organization may be read as an authentic branch of an organization. Generally a chapter is organized by electing officers, holding meetings, conducting business, etc. A bona fide chapter must be organized for a purpose other than to have a tax-free sale.



Bona Fide Chapter Examples



School



Church



General nonprofit organization













25

To qualify as a bona fide chapter of a school, a group of students must be organized for some activity other than instruction or to have a tax-free sale. Bona fide chapters include student groups recognized by the school and organized by electing officers, holding meetings and conducting business. Bona fide chapters can include whole grade levels, for example the senior class or sophomore class, but cannot be limited to specific classes such as Senior English or Biology II.  Non-student organizations such as booster clubs and parent teacher associations or organizations do not qualify as bona fide chapters of the school.



For a church or religious organization, the term bona fide chapter includes organizations within the church, such as the youth group or choir if the organization carries on business and has other functions or purposes. Bona fide chapter, however, does not include individual Sunday School classes.



For other types of nonprofit organizations, an example of a bona fide chapter would be a statewide organization that has one of the qualifying federal income tax exemptions for the main organization, but not a federal group exemption that covers its subordinate chapters throughout the state. 





Please note…

Not all sales tax exempt organizations can hold the 2 one-day, tax-free sales (e.g., youth athletic groups, volunteer fire departments and chambers of commerce).

But, possible if group also qualifies for exemption as a 501(c)(3), (4), (8), (10) or (19) organization and basis for sales tax exemption is reclassified.



















26

Please note that only organizations that have qualified for exemption from the payment of sales tax under the charitable, educational or religious category as defined in Sales Tax Rule 3.322 and organizations that have qualified for exemption from sales tax based on their IRC Section 501(c)(3), (4), (8), (10) or (19) status, can hold two one-day, tax-free sales or auctions each calendar year. 



The two one-day tax-free sale provision does not extend to nonprofit organizations that have been exempted from the payment of sales tax under the categories of youth athletic organization, volunteer fire department, chamber of commerce or convention and tourist promotional agency.



Any organization exempted from sales tax under these provisions, but that also has applied for and received a federal income tax exemption under IRC Section 501(c)(3), (4), (8), (10) or (19) may qualify to have its sales tax exemption category reclassified. If successful, the organization would then be eligible to hold the two one-day, tax-free sale days. If you have questions about your organization’s state tax exempt status or reclassification of its exempt status, please call a Tax Specialist toll free at (800) 252-5555 or write to our Exempt Organizations Section at exempt.orgs@cpa.state.tx.us. 











Nontaxable Items and Services
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Some items and services simply are not taxable and can be sold tax-free by any individual, profit organization or nonprofit organization. If only nontaxable items and services are sold, then the seller is not required to have a sales tax permit and collect, report and remit sales tax. 



Intangibles

   No sales tax on the sale of intangibles:

Gift certificates,

Gift cards,

Passbooks,

Coupon books,

Raffle tickets? Beware!

www.oag.state.tx.us
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Sales of intangibles, such as gift certificates and gift cards, are not subject to sales tax. Instead, retailers should collect tax when the certificate or card is redeemed for the purchase of taxable merchandise or taxable services. The tax is based on the item’s actual retail selling price less any cash discount given at the time of the sale, for example, a deduction for a coupon. If the gift certificate or card is for a nontaxable service, such as a hair cut, manicure, or facial, no sales tax is due even when the certificate or card is redeemed. 



The sale of raffle tickets representing the right to win an item is not taxable regardless of where, when or by whom the sale is made.  We understand, however, that raffles are not legal in Texas, except for certain nonprofit groups.  If you have questions about the legality of raffles, you can contact your local District Attorney's office or the Texas Attorney General's office. The Attorney General's Internet address is www.oag.state.tx.us. Under the “Consumer Protection” tab, look for the “Charities and Nonprofits” link. 



Nontaxable Food Products

Boxes of fresh fruit

Frozen cookie dough, pizza kits (pizza only--not tools)

Mixes to be prepared at home (e.g., soup, dessert, bread, dip, pancake)

Meat sticks, cheese spreads & balls

Bottled sauce, salsa, jelly, syrup

(Comptroller Rule 3.293)













29

You do not need to collect tax on the sale of nontaxable food products. Examples are boxes of fresh fruit, meat sticks, cheese spreads, mixes that are packaged to be prepared at home including soup, dip, dessert, pancake, bread, frozen cookie dough, sauces, such as BBQ and salsa, salad dressings and jellies. The taxability could change if taxable items are sold with the nontaxable items, such as a cheese ball with a cutting board and cheese knife. 



When a package contains both nontaxable food product, the cheese ball, and the taxable cutting board and cheese knife, the application of the sales tax on the selling price of the package depends upon the essential character of the complete package.  For example, if the taxable items, cutting board and cheese knife, are the primary component of the package and a single charge is made for the package, the entire sales price of the package is taxable.  

If the nontaxable food items, in this case the cheese ball, are the primary component of the package, the entire sale is exempt unless you make a separate charge the taxable items.  If you do make a separate charge for the taxable items, the separate charge is subject to tax. 

Please remember that if you are selling frozen cookie dough, pizzas, breads or other nontaxable food products by using a fundraising company and its marketing materials, regardless of the taxability of the product, the sales tax reporting responsibility rests clearly with the fundraising company and not with the nonprofit organization.

 



Exempt Baked Goods

    

Bakery products are exempt unless sold with plates or other eating utensils.

Pies, cakes, cookies, doughnuts, pigs-in-a-blanket, biscuits, bagels, baked goods with ingredients baked inside.

Eating utensils include plates, bowls, spoons, knives, forks.

(Comptroller Rule 3.293)
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Bakery products, including, but not limited to, pies, cakes, cookies, doughnuts, pigs-in-a-blanket, biscuits, bagels and baked goods with ingredients baked inside are exempt unless sold with eating utensils. Eating utensils include plates and bowls made from glass, paper, plastic or styrofoam. Eating utensils also include spoons, knives and forks. Napkins or wax tissues are not eating utensils. Heating the baked good does not cause the item to be taxable, but if you put a doughnut on a plate and then heat it, the doughnut becomes taxable.  



Annual Food Sale

   All volunteer nonprofits may hold tax-free food sale if:

Not professionally catered,

Not held in a restaurant or hotel,

Not in competition with a retailer &

Food prepared by group’s members.

No alcoholic beverage sales.
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You won’t find this exemption in the statute or a rule, but it is longstanding policy that all volunteer, nonprofit organizations can hold a tax-free annual food sale provided the affair is not professionally catered; not held in a restaurant, hotel or similar place of business; not in competition with a retailer required to collect tax; and the food is prepared, served and sold by members of the organization. 



The annual food sale or banquet exemption does not apply to sales of alcoholic beverages.  Alcoholic beverages are not food products and are taxable.  Sales of alcoholic beverages made by a mixed beverage permit holder are subject to the 14 percent mixed beverage gross receipts tax, while sales of beer and wine made by a beer and wine only permit holder are subject to sales tax.



Magazine Subscriptions		

  Magazines entered as periodical class mail & sold for 6 months + are exempt.  Single issues and subscriptions less than 6 months are taxable, unless an exempt writing.

   (Comptroller Rule 3.299)
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Sales of subscriptions to magazines entered as periodicals class mail, formerly called second class, and sold for six months or more are exempt from sales tax. Single issues and subscriptions of less than six months are taxable. "Magazine" means a publication that is usually paperbacked and sometimes illustrated, that appears at a regular interval, and that contains stories, articles, and essays by various writers and advertisements.





Nontaxable Services

 

  For example:

Carwash

Pet sitting or walking

Baby sitting  

Face painting

Cosmetology services  
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Do not collect tax on nontaxable services, such as a carwash, pet sitting or walking, baby sitting, face painting or cosmetology services such as haircuts, shampoo, manicures and pedicures. 	





Sales Tax Holiday

 August 17 – 19, 2012

Most clothing & footwear under $100 

Backpacks for elementary/secondary

Specific school supplies for elementary/secondary   

Not computers or computer bags

Rule and Publication 98-490 being updated 

Watch for “Tax Policy News” article

		(Comptroller Rule 3.365)		
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Many of you are familiar with the state’s annual sales tax holiday which currently is held in the summer. The next sales tax holiday is set for August 17 through 19, 2012. The sales tax holiday is a specific period of time when all Texas sellers do not collect sales tax on the sale of most clothing and footwear priced under $100; qualifying school supplies, such as binders, pencils, cellophane tape, crayons, erasers, glue, lunch boxes, index cards, notebook paper, and scissors, priced at less than $100 and purchased for use by a student in an elementary or secondary school; and backpacks under $100 and used by elementary and secondary students. While calculators priced less than $100 can be purchased tax-free, the exemption does not extend to computers and the backpack exemption does not extend to computer bags.



If your nonprofit organization sells any of these qualifying exempt items during the specified period, you do not have to collect sales tax on those normally taxable items.



Our Publication 98-490 “Sales Tax Holiday” has complete details regarding the annual sales tax holiday. Both the publication and Rule 3.365 are currently being updated to reflect the new dates for 2012. An article regarding the new dates for the Sales Tax Holiday will appear in an upcoming issue of Tax Policy News.



Donations

Donations not taxed, but take care in giving an item for the “donation” (baseball cap = donation amount).



When is a donation a “sale”?
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Voluntary donations are not subject to sales tax. For example, if someone wants to give your nonprofit organization $20 and you have not offered anything in exchange for the $20, then it is not a sale and the organization does not have to collect or report sales tax on the voluntary donation. A true donation is a gift and not an obligation or a sale.



Sometimes, however, an organization might offer an item, such as a  baseball cap, in exchange for a donation.  Let’s say a $10 donation. We often get the question whether a transaction is a donation or a sale. In determining the answer, there are two questions to ask:

Is the donation mandatory? And, if so;

Is the value given commensurate with the donation?



Unless you are prepared to give away the items regardless of whether someone makes a donation, the donation is mandatory. The second question then comes into play. If people are basically giving what the item is worth to them (that is, the fair market value), this is a sale. Tax should be collected if the item given is taxable. The sales price of the item, in this case, is the amount “paid”  to receive the taxable item. In our example, a $10 mandatory donation to receive a baseball cap is a sale and not a donation. You should collect tax on the mandatory $10. Obviously, if someone gives a $100 dollars or a $1,000 dollars for an item worth only a nominal amount, such as $1 or $5, that would be considered a donation. 



Did you know?





Anyone may purchase taxable items to donate to an exempt entity tax-free with exemption certificate [151.310 (a)(1) & (2)].

Item may not be used first (e.g., purchase and donate musical instruments to a  school).

Seller may donate unused inventory.

(Comptroller Rules 3.285 and 3.287)
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While we are on the subject of donations, did you know that anyone can buy a taxable item or service tax-free if it will be donated to a religious, charitable, educational or Internal Revenue Code Section 501(c)(3), (4), (8), (10), or (19) organization? It is true. An individual can give the seller a sales tax exemption certificate [Comptroller form 01-339(back)] and not pay sales tax as long as the item will be donated to one of these organizations and if the person does not use the item before donating it. If the individual uses the item before donating it to the qualified nonprofit organization, the exemption is lost and the purchaser owes the tax. The same is true for a seller. A seller may donate unused inventory purchased tax-free with a resale certificate and not be liable for the tax as long as the item is donated to a qualified exempt organization and not been used. See Tax Code Sections 151.154(e) and 151.155(e) regarding resale and exemption certificates, respectively. 









Specific Exemptions By Organization Type
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I spoke earlier of the two one-day, tax-free sale provision that applies to certain nonprofit organizations. Just as only those qualified nonprofit organizations are eligible for the two one-day tax free sale days, there are other specific exemptions in the Tax Code that apply to certain nonprofit organizations. For organizations entitled to the two one-day tax free sales, any of the following exempt sales that may apply to your group do not count against your two one-day, tax-free sales. Some of these exemptions may apply to your nonprofit organization and some may not.







Meals and Drinks

(including candy and soft drinks)
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First, we will discuss the exemption from the collection of sales tax on meals and drinks, including candy and soft drinks. For information on food sale exemptions, see Tax Code Section 151.314 and Sales Tax Rule 3.293. 





Meals & Drinks Tax-Free 151.314

 No tax on meals, food or drinks if

 Sold by church or church function

 Sold by school group during regular school day (school, district, student group, PTA)

Sold by a PTA/PTO during fundraiser
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Prepared food, soft drinks, and candy are taxable. For example, if you go to a restaurant and buy a hamburger, fries and a soft drink and then later stop at a convenience store for a candy bar, you will pay sales tax on the meal from the restaurant and the candy bar purchased at the convenience store.



However, food products, meals, soft drinks, and candy are not subject to sales taxes when:

(1) Sold by a church or at a function of the church. 

(2) Sold or served by public or private elementary or secondary schools, school districts, bona fide student organizations, or parent-teacher organizations and associations if the items are sold or served during a regular school day pursuant to an agreement with the proper school authorities. This exemption includes food, soft drinks, and candy sold through vending machines. 

(3) Sold by a parent-teacher association (PTA) or organization (PTO) during a fundraising sale if the proceeds do not go to the benefit of an individual. 



Meals & Drinks Tax-Free    

Sold by group associated with a school if fundraiser sponsored by the organization (booster club concession)

 Sold by member or volunteer of group providing educational/physical/religious training for persons under 19 (little league concessions; candy sales)

(Comptroller Rule 3.293)
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(4) Sold by a group associated with a private or public elementary or secondary school if the sale is part of a fundraising drive sponsored by the organization for its exclusive use. For example, nonprofit booster clubs, such as the high school band boosters or junior high athletic booster club, come under this provision.



(5) Sold by a member or volunteer for a nonprofit organization devoted to the exclusive purpose of education or religious or physical training of persons under 19 years of age if the sale is part of a fundraising drive sponsored by the organization for its exclusive use. For example, this provision exempts food sales from little league concession stands.









Amusement Services
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For information on Amusement Services see Tax Code Section 151.3101 and Sales Tax Rule 3.298.





Amusement Services



Amusement services are exempt if nonprofit - other than IRC 501(c)(7) - provides and does not benefit one individual.

Nonprofit may hire a for-profit to “produce” the amusement if nonprofit held out as “provider” in brochures, flyers, tickets, ads, etc.

Normally taxable amusement may qualify for exempt- ion based on location where event occurs.

(Comptroller Rule 3.298)
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As you may know, a nonprofit Internal Revenue Code Section 501(c)(7) organization is described by the IRS as a social or recreational club organized for pleasure or recreation with substantially all of its activities for that purpose. This section of the Internal Revenue Code includes country clubs.

Nonprofit organizations, other than 501(c)(7) organizations, do not have to collect sales tax when they provide amusements, if the proceeds do not go to the benefit of an individual except as part of a purely public charity. Examples of amusements are admissions to plays, concerts, and carnivals.  Also not taxable are membership dues and fees charged by nonprofit organizations, other than 501(c)(7) organizations.



A nonprofit organization is allowed to hire a for-profit organization to provide the expertise to produce an amusement without loss of the exemption. The nonprofit organization must hold itself out as the provider of the amusement and may not be a joint venturer with the for-profit entity.  This means that if a nonprofit organization is holding itself out as the provider of the amusement in advertising, tickets, or other media promoting the event, such as a concert, the charge for admission to the concert is not taxable. However, if the amusement does not meet this criteria, tax is due on the charge for admission based on the location where the amusement is held.  But if the taxable amusement is held in a place that is designated as a Recorded TX Historic Landmark by the TX Historical Commission or in a place that is included in the National Register of Historic Places, no tax is due regardless of the provider of the amusement. 









Exempt Writings
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For information on exempt writings, see Tax Code Section 151.312 and Sales Tax Rule 3.299









Exempt Writings

No sales tax on periodicals and writings published and distributed by nonprofit religious, philanthropic, charitable, historical, scientific or other similar organization.

Similar organization = 501(c)(3).

Does not include educational group.

							     













44

For those nonprofit organizations whose purpose is religious, philanthropic, charitable, historical, or scientific or other similar organization (and if the organization has a Determination Letter from the IRS that it is exempt under IRC Section 501(c)(3) then it meets the definition of other similar organization), sales tax does not have to be collected on periodicals and writings if they are published and distributed by the nonprofit organization. Writings and periodicals published by an educational organization are not exempt from sales tax.  Rule 3.299 specifically defines "educational organization” as "all public and private schools, colleges and universities, and other similar institutions which are organized for the systematic dissemination of knowledge through a formal program of instruction.” For example, a public or nonprofit private school cannot sell directories, yearbooks, text books or other writings it publishes and distributes without charging tax, unless they sell them at one of its two one-day, tax-free sales.  But, the Junior League could sell a cookbook tax free that it published and distributed and a PTA could sell a directory of its members tax-free that it published and distributed.



Exempt Writings   



No tax on printed reading materials, audiotapes, videotapes, computer disks (books, Bibles, newsletters, magazines, music).

Include tax on items that primarily serve other purposes (bookmarks, clothing, posters).

(Comptroller Rule 3.299)
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Exempt writings can be presented on audiotape, videotape, and computer disk.



Examples of exempt writings include: cookbooks, books, membership directories, rosters,  brochures, newspapers, hymnals, sheet music and similar items.



Items that contain printed materials that can be read but which primarily serve other purposes are not exempt.  Examples of non-exempt items are bookmarks, clothing, posters, art work, photographs, novelties, and souvenirs.









Volunteer Fire Departments
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For information on exempt sales by volunteer fire departments, see Tax Code Section 151.310(c-1). 











Volunteer Fire Departments

Expires September 1, 2014.

VFD must be exempted from payment of sales tax to qualify. 

Online verification or call Exempt Organizations Section at (800) 531-5441.

10 per calendar year. No more than 72 hrs.

Count as a sale for each group if jointly held.

[Tax Code Section 151.310(c-1)]
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This recent addition to the Tax Code provides a temporary provision, set to expire September 1, 2014, authorizing a volunteer firefighter organization that has been exempted from the payment of sales tax under Tax Code Section 151.310(a)(4) and paragraph (b)(11) of Sales Tax Rule 3.322 to hold ten tax-free sales or auctions each calendar year. Each sale or auction may continue for no more than 72 hours. 

 

If a tax-free sale or auction exceeds a consecutive 72-hour period, the volunteer fire department is considered to have used more than one exempt sale or auction and the number of remaining tax-free sales or auctions must be reduced accordingly.

 

If two or more volunteer fire departments jointly hold a tax-free sale or auction, each organization is considered to have held a tax-free sale or auction.

 









Exempt Organization
Verification

 

Call  (800) 252-5555 Tax Assistance



Email exempt.orgs@cpa.state.tx.us



Online verification at

www.window.state.tx.us/taxinfo/exempt/index.html
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Volunteer Fire Departments can confirm their sales tax exemption status to determine their eligibility for the ten tax-free sales by calling us at (800) 252-5555; by emailing the Exempt Organizations Section at exempt.orgs@cpa.state.tx.us; or by using our online Texas Tax-Exemption Entity Search located on the Comptroller’s  Exempt Organizations Section’s home page at the link shown on the screen. This is the same link where all nonprofit organizations can verify their sales tax exempt status. 











Senior Citizens Groups
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For information on the exemption from collection of sales tax by senior citizens groups, see Tax Code Section 151.332  and Sales Tax Rule 3.316 subsection (j).











Senior Citizens Groups

Exempts taxable items manufactured, made or assembled by person 65 years or older.

Fundraising sale held or sponsored by nonprofit organization to provide assistance to elderly persons.

Proceeds can go to organization, senior who produced the taxable item or both.

Maximum 4 fundraising events per calendar year for a total of no more than 20 days.

No registration required.

(Comptroller  Rule 3.316)
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Nonprofit senior citizen groups do not have to collect or remit sales tax on items they manufacture, produce, make or assemble when the work is performed exclusively by persons 65 years or older and the sale is part of a fundraising drive held or sponsored by a nonprofit senior citizen organization created for the sole purpose of providing assistance to elderly persons. All net proceeds from the sale can go to the organization, the senior citizen who produced the taxable item sold or both. The senior citizens group cannot conduct more than four separate fundraising drives each calendar year for a total of no more than 20 days per year. Sales tax is due and must be collected on a sale of taxable items occurring after the end of the fourth separate fundraising drive in a calendar year or after the 20th day on which a fundraising drive is held in a calendar year unless the sale is otherwise exempt.









Student Organizations

(Higher Education)
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For information on the exemption from collection of sales tax by college and university student organizations, see Tax Code Section 151.321 and Sales Tax Rule 3.316 subsection (k).





Student Organizations
(Higher Education)

1 day, tax-free sale per month.

Fundraiser for school certified group, if group not formed primarily for profit. 

Items for $5,000 or less (can exceed if manufactured by organization or not sold to donor).

Also exempts first $5,000 of other sales of taxable items.

(Comptroller  Rule 3.316)
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College or university student organizations affiliated with and certified by an institution of higher education can hold a one-day, tax-free sale each month. The student organization must have a primary purpose other than engaging in business or performing an activity designed to make a profit, and the purpose of the sale must be to raise funds for the organization. This exemption does not apply to items sold for more than $5,000, unless the item is manufactured by the organization or the item is donated to the organization and not sold back to the donor. 



In addition, the first $5,000 of a qualified student organization's total receipts from sales of taxable items not otherwise exempted are exempt from sales tax. Qualifying student organizations are responsible for reporting and remitting the tax on all other taxable sales. 

 











Certification by School

School mails listing to: 

Exempt Organizations Section

Tax Policy Division

 Post Office Box 13528

Austin, Texas 78711-3528



Questions? 

Call  (800) 252-5555

Email exempt.orgs@cpa.state.tx.us
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The student organization must be certified by the college or university as affiliated with the college, or university. The institution  can mail a listing of its registered or certified student organizations to the attention of Exempt Organizations Section, Tax Policy Division, Post Office Box 13528, Austin, Texas 78711-3528. Please note that for the exemptions to apply, the certification dates must cover the dates of the sales. Please contact the Exempt Organizations Section if you have questions about the institution’s or the student organization’s status. You may call (800) 252-5555 or write to our Exempt Organizations Section at exempt.orgs@cpa.state.tx.us.











Nonprofit Animal Shelters
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For information on sales by nonprofit animal shelters, see Tax Code Section 151.343 and Sales Tax Rule 3.316 subsection (m).









Nonprofit Animal Shelters

Nonprofit animal shelter is a facility that keeps or legally impounds stray, homeless, abandoned or unwanted animals. 

No tax due on the sale of the animal, including the acceptance of an adoption fee.

Accessories taxable.

(Comptroller Rule 3.316)
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The sale of an animal by a nonprofit animal shelter, including the acceptance of a fee for adoption,  is exempt from sales tax. The term animal shelter is defined as a facility that keeps or legally impounds stray, homeless, abandoned or unwanted animals. Tax is due on the sale of taxable items, such as leashes, collars and grooming supplies.









Sales Tax Permit
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I will now discuss the Texas Sales and Use Tax permit.





















If the sales your nonprofit organization makes are such that you are required to collect sales tax, you will need a Texas sales and use tax permit. 



Once you have obtained a Texas sales and use tax permit you are required to post your permit at your place of business; collect sales tax on all taxable sales; pay sales and use tax on all taxable purchases; timely report and pay sales and use taxes to the Comptroller; and keep adequate records. Even if your nonprofit organization is run by volunteers, the organization must follow all of these procedures.
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Your organization  can apply for a sales tax permit in one of three ways. You can apply online, at a local Comptroller field office or by mail. To apply online, click on the link that says “Apply for a sales tax permit.” If you click on “Sales & Use Tax” you will also find a link that allows you to apply online, but additionally you will find information on applying for a sales tax permit either in a local field office or by mail. There is no fee to apply for the sales tax permit. 
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Resale & Exemption Certificate
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Form 01-339 is a dual purpose form. The front side of the form is the resale certificate. The back side of the form is the sales tax exemption certificate.







Texas Resale Certificate



































 









Issue resale certificate when nonprofit organization  purchases merchandise for resale.



Tax is due if you don’t resell, but use the item.



Number must consist of 11 digits that begin with a 1 or 3.  The 9 digit Federal Employer Identification (FEI) number or social security number not acceptable evidence of resale.



                          (Comptroller Rule 3.285)



                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                        













Once you have received your sales tax permit, you can issue a resale certificate to your supplier to purchase merchandise tax-free that you intend to resell. 



The certificate must include certain specific information. See Sales Tax Rule 3.285. Do not give your supplier merely your 11 digit sales tax permit number or a copy of your sales tax permit. These are not a substitute for a resale certificate. Your supplier needs  a valid and properly completed resale certificate for his records. 



Please note that if you are purchasing taxable items for an exempt sale, for example your organization is eligible for the two one-day tax-free sales and you are buying items for resale at that event, you may issue either a resale certificate or a sales tax exemption certificate. 
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Here is a sample properly completed resale certificate, our Form 01-339(front). Note the information required including an 11 digit sales tax permit number.



In this example, High School PTA is purchasing spirit buttons from We’ve Got Spirit.  High School PTA is going to resell the  buttons and may issue the resale certificate to purchase the buttons tax-free for resale. High School PTA will be responsible for collecting and remitting the sales tax on its sales of the taxable buttons. We’ve Got Spirit will keep the resale certificate in its records to document the tax exempt sale to High School PTA. 
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 Texas Exemption Certificate 



































 









The exemption certificate does not require a tax number to be valid. 



(Comptroller Rule 3.287)
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The Sales and Use Tax exemption certificate is normally used by nonprofit organizations that have qualified for exemption from the payment of sales tax on purchases of taxable items and services that furthers the organization’s exempt purpose. See Tax Code Section 151.310 and Sales Tax Rule 3.322 for information on the organizations that qualify for sales tax exemption.



Because tax exemption numbers do not exist, no number is required for the certificate to be valid.
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Here is a completed sales tax exemption certificate. In this example, the High School PTA is a nonprofit organization that received sales tax exemption on its purchase of taxable items that furthers the PTA’s exempt purpose. The PTA issued a valid and properly completed sales tax exemption certificate instead of paying tax because it was going to use the items at a PTA function that furthered its exempt purpose. The PTA was holding a back to school event.

















“Good Works”, just like High School PTA in the previous example, is a nonprofit organization that has qualified as a sales tax exempt organization and can issue the exemption certificate to make tax free purchases of taxable items that furthers its exempt purpose. BUT, in this case, Good Works is claiming sales tax exemption for a different purpose. Good Works is claiming sales tax exemption because it is a nonprofit organization that has qualified to hold the two one-day, tax-free sales and it is purchasing these items for resale at one of its tax-free sales. Since Good Works normally does not sell any taxable items or services, it is not required to have a sales tax permit. Because Good Works does not have a sales tax permit, it cannot issue a resale certificate for the tax-free purchase of taxable items for resale at an exempt sale. Good Works, however, can issue an exemption certificate to purchase taxable items tax-free for this event. Good Works must clearly state on the exemption certificate the reason for the exempt purchase. 
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Tax Collection













Your nonprofit organization has determined it will make sales of taxable items and services, has obtained its sales tax permit, purchased inventory and is ready to make sales. What happens next?
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   Texas Sales and Use Tax              



































 



 State sales and use tax rate is 6.25%.



Local taxing jurisdictions (cities, counties, special purpose districts and transit authorities) may also impose sales and use tax up to 2% for a total maximum combined rate of 8.25%. 



You will be required to collect and remit both state and local sales and use tax when applicable. 

















Sales tax is collected on the total sales price. The total sales price is your cost plus any mark-up on the items. 



The state sales and use tax rate is 6.25 percent. Local taxing jurisdictions, cities, counties, special purpose districts and transit authorities, may also impose sales and use tax up to 2 percent for total maximum combined rate of 8.25 percent. You will be required to collect and remit both state and local sales and use tax when applicable.
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          Collection of Tax              



































 





 The rate to be collected is determined by the  

   place of business or event location. 



 The tax is collected on all items being sold that      

   are not exempt.  



If you choose to include the tax in the sales price    of the item, your customer must be told that the sales tax is included in the price. 

  



 













The rate to be collected is determined by the place of business or event location. The tax is collected on all items being sold that are not exempt. If you choose to include the tax in the sales price of the item, your customer must be told that the sales tax is included in the price. The “tax included” statement must be displayed where people would normally be advised of the terms of the sale such as invoices or signage. 
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Backing Out Tax on Tax Included Sales

Use this formula to calculate the sales tax on tax included sales.



SALES PRICE DIVIDED BY  1.(TAX RATE) = TAX BASE

SALES PRICE - TAX BASE = SALES TAX

Example: Taxable item sells for $11 including tax. Tax rate 8.25%.

$11 / 1.0825 = $10.16 

$11 - $10.16 = $0.84 (tax)

















You may wonder how much tax to report and remit to the state on your tax included sales. Here is how you “back out” the tax in a tax included sale.  

 

If you charged $11, tax included, you would then divide the sales price of $11 by 1 plus the sales tax rate for the location where the taxable item is sold.  This gives you the tax base.  Then subtract the tax base from the sales price to determine the amount of the sales tax.

 

For example, if the item is sold for $11, tax included, and the appropriate sales tax rate is 8.25 percent, you would divide $11 by 1.0825.  That equals the tax base of $10.16.  The difference between $11 and $10.16 is the sales tax, which is $0.84.
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Filing Sales Tax Returns



































 



Returns can be filed in person, by mail, or via  the internet.  “No tax due” returns can also be filed over the telephone.   



Returns are due Monthly, Quarterly or Yearly (based on qualifications) on the 20th day of the month following the end of the reporting period. 



Returns postmarked on the due date are considered timely. $50 late filing penalty. 





















When you obtain your Texas sales and use tax permit, you will be instructed to file your tax return on a monthly, quarterly or yearly basis. The determination is based on the volume of sales expected for your organization. This filing requirement will be adjusted based on the amount of taxes that you actually collect. The return is due on the 20th day of the month following the end of the reporting period. Most nonprofit organizations are required to file sales tax returns either annually with a single report due January 20; or quarterly, with reports due January 20, April 20, July 20 and October 20. 

 

Sales tax returns can be filed in person at a local Comptroller field office, by mail or via the internet.  “No tax due” returns can also be filed over the telephone. 

  

Returns postmarked on the due date are considered timely. You will be assessed a $50 penalty when a report is filed late. 
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Filing Sales Tax Returns



































 



You must file a return even if you do not get one in the mail.



You must file a return even if you had no taxable sales for the period and do not owe any tax. 



You will receive an estimated billing if you fail to file a return.  





















You must file a return even if you do not get a form in the mail. Returns can be downloaded from our website.



You must file a sales tax return even if you have no sales for the reporting period or if all your sales are nontaxable. 



If you fail to file a required sales tax report, the Comptroller's office will send you an estimated billing with instructions on how to file a report with your actual sales data for the period we have estimated. Please be aware that failure to file or pay a sales tax report may result in collection actions, including, but not limited to, additional late filing penalties, liens, and criminal charges. 
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On the screen is a sample completed sales and use tax return. If you have questions about completing your return, please call a Tax Specialist toll-free at (800) 252-5555. 

71



Comptroller’s Website

  www.window.state.tx.us

  Website has all forms  

  Statutes, rules, publications, faqs

  STAR research system
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The Comptroller’s website has a wealth of tax information. The entire text of the Tax Code, a complete set of administrative rules, our forms, publications and frequently asked questions are available on our website. 



And, our State Tax Automated Research (STAR) system provides easy online access to an extensive collection of hearings, letters and Attorney General Opinions regarding Texas tax policy. 







Contact Us 

 

Comptroller of Public Accounts

(800) 252-5555

or email

tax.help@cpa.state.tx.us
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This is the end of the presentation. We hope the information will be helpful to you. We will stay online for 10 minutes to continue receiving and answering questions. If you do not get your question answered or if you need additional information, please contact us through the information listed on your screen. Thank you for joining our presentation.
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