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THE JMML FOUNDATION SALES AND USE TAX POLICY
I.  Purpose:  To make sure that THE JMML FOUNDATION is compliant with California Sales and Use tax law.

II.  References

1. Instructions for California Form 199 California Exempt Organization Annual Informational Return found at the California state website. http://www.ftb.ca.gov/forms/
2. Sales & Use tax master rules and rates can be found at http://www.boe.ca.gov/
3. Regulation 1570. CHARITABLE ORGANIZATIONS. http://www.boe.ca.gov/pdf/reg1570.pdf
III.  Definitions

1. California Sales Tax: a state specific tax on goods sold to persons or entities within California.  Sales Tax is collected by the seller and remitted to the state. THE JMML FOUNDATION is concerned with collecting and reporting sales tax to California when THE JMML FOUNDATION is engaged in SELLING things.

2. Use Tax: a state specific tax on goods purchased and USED in California by persons or taxable entities with nexus to California.  The user of the goods is required to pay USE tax to California. For charity organizations, the USE tax can be paid to California, annually on form 199, the California Exempt Organization Annual Informational Return. THE JMML FOUNDATION is concerned with identifying, reporting and paying USE tax when THE JMML FOUNDATION is engaged in PURCHASING things.

IV.  Policy

1. FOR THINGS THE JMML FOUNDATION PURCHASES (USE TAX): It is our policy, that whenever it is fiscally prudent, that we purchase items for THE JMML FOUNDATION from California vendors that charge California sales tax where appropriate according to sales tax rules. This policy eliminates or minimizes our need to record and pay USE tax.  However, if we decide to purchase from vendors outside of California and/or we are not charged California sales tax on any purchase, we then must make a determination if California use tax is due. If California USE tax is due, it should be recorded on a work paper and paid/filed with the annual California form 199 California Exempt Organization Annual Informational Return. 
a. How to determine if Sales/Use tax is due on a purchase:

i. See tax rules at California State Board of Equalization  http://www.boe.ca.gov
ii. If tax was paid to another state, that tax can be credited to the California Use Tax amount so if the California amount is 7.75% on $100 or $7.75, and we already paid $6 to Pennsylvania, we would only owe California $1.75.  If we paid Texas 9% or $9 we can only take a credit of $7.75 on our California Use tax return.  We can never take a credit for an amount greater than the California rate.

iii. If we buy things for resale, they are generally not taxable provided we secure a resale certificate http://www.boe.ca.gov/pdf/boe230.pdf
b. How to determine which rate to use.  The rate to use is based on where the item is used.  For our purposes the item will most likely be used at THE JMML FOUNDATION headquarters.

i. The current headquarters address is at 16859 Saintbury Glen, San Diego, CA 92127. The rate at 1/2007 is 7.75% which is a combination of (6.25% state, plus 1% county and .5% district).  Rate information can be researched on the internet or provided by board members. Official rate information can be found at www.boe.ca.gov or call their Information Center at (800) 400-7115
2. FOR THINGS THE JMML FOUNDATION SELLS (SALES TAX): it is the policy of THE JMML FOUNDATION that for anything that THE JMML FOUNDATION sells that we make a written sales tax determination approved by the finance committee before the sale is executed. If sales tax is required to be collected we need to collect it, track it in a workpaper, and remit it properly to the state in a timely fashion on the appropriate forms. This may require us to register for a sellers permit at http://www.boe.ca.gov/info/reg.htm. 
a. Sales tax law is complex and at times confusing, it should be the policy of THE JMML FOUNDATION that we  get an official determination of the taxability of the event by one of the following four methods:

i. Detail our selling event in an email to the California State Board of Equalization and ask them for official taxability guidance.  They can be contacted at http://www.boe.ca.gov/info/email.html.   Preferred method because we receive a written reply.

ii. We can write a letter to one of the Equalization offices at http://www.boe.ca.gov/pdf/boe8.pdf  (telephone numbers are also provided at this link)  Preferred method because we receive a written reply.

iii. Call them orally at 1-800-400-7115, not a preferred method because we do not receive a written reply, when using this method please record the employee name, number, date of call of the person giving us the advice.

iv. Research the Board of Equalization’s website at http://www.boe.ca.gov when using this method, please secure a print out of the relevant tax guidance

V.  Personnel Responsibilities

1. General Accountant

a. USE TAX

i. Examine all purchases to determine if USE tax is required to be paid

ii. Record all USE tax sales in a workpaper and ensure that funds will be available to pay the USE tax.

iii. Report and Pay USE tax annually on California Form 199

iv. Maintain information to support either an internal or external audit

b. SALES TAX

i. Draft taxability determination for any item or service THE JMML FOUNDATION intends to sell and get it approved by the finance committee prior to sale

ii. If sales tax needs to be collected, execute proper registration for a sellers permit and business license

iii. Accurately charge California sales tax on all sales that require California sales tax to be charged

1. If any customer claims exemption, received, record and maintain all exemption certificates or resale certificates from customer

iv. Accurately record all sales tax, file and pay sales tax using the appropriate California sales tax return forms

v. Maintain information to support either an internal or external audit

2. Audit Committee

a. Audit the USE tax procedures and values to ensure records are kept properly and that all filings are correct and validated such that we could pass any external Audit by the state of California

b. Audit the SALES tax procedures and  values to ensure records are kept properly and that all filings are correct and validated such that we could pass any external Audit by the state of California

VI.  Periodic Reviews

1. Reviewer:  The Finance Committee must review and approve this policy.

2. Method:  The Finance Committee will review this policy annually or sooner based on any new learning about sales and use tax law. 

3. Periodicity:  Annually

VII.  Date of Effect: Immediately.

Signature of Chair/Acting Chair
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