CARLSON TAX SERVICE

thinking about taxes so you don’t have to

Post Office Box 661
San Mateo, California 94401
650 341-6645 e 415519-1728

CONCERNING CALIFORNIA STATE USE TAX

As you are aware, when you make a retail purchase in California, sales tax is added
to many (if not most) of the items. Businesses that have a physical presence (or
maintain inventory) in California collect this tax on your behalf at the time of sale
and then remit it to the State Board of Equalization. Failure to do so results in
steep fines for the business.

But what about those mail order, phone or Internet purchases you make from out-
of-state businesses? The ones where they don’t charge you sales tax? Well, we all
like to think of these as “sales tax free” transactions, right? Unfortunately, accord-
ing to California law, these purchases are not tax-free at all. The seller is just not
required to collect and remit the tax to California. Look back to the first paragraph
and the italics on your behalf. According to California law, if the seller is not
required to collect and remit the tax for you, then you as the buyer are ultimately
responsible for paying this “use” tax.

Whether it 1s called “use” tax or “sales” tax, the rates are the same: The base sales
tax rate is 7.25% but cities and counties can add to this rate, so depending on where
you reside, the rate can be as high as 9.75%. With the State budget situation the
way it is currently, California is looking under every sofa cushion for cash, and the
State expects voluntary compliance from you.

The following pages are taken from a PDF off of the Board of Equalization’s website
and it contains further instructions on calculating and remitting your use tax for
last year, if applicable. Read this information over and if you have any questions,
please refer to their website.
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