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The Basics… 
• 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 for collecting, 
reporting and remitting 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 and must be collected. 
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About you… 

• Federation has IRS 501(c) (3) group exemption. 

• Federation and subordinates are exempt from 

payment of sales tax on Texas purchases. 

• Public listing of sales tax exempt organizations. 

• Comptroller AP-204. 

• Questions? Call (844) 519-5677 or                                 

email exempt.orgs@cpa.texas.gov. 
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Did you know…? 

• A “sales” tax exemption is for items taxed 

under Chapter 151 of the Tax Code. 

 

• Not cars (purchase, lease or rental), boats, 

gasoline or hotel rooms. 

 



Texas Comptroller of Public Accounts

Exempt Purchases  

• Purchase, lease or rental of items tax free if related to 
organization’s exempt purpose. 

 

• Employee/volunteer cannot claim exemption for personal 
items. Must pay tax on travel expenses, even if reimbursed.  

 

• Cash purchase by authorized agent--OK. 

 

• Retailer not required to accept exemption certificate. 
 

                                           Comptroller Rule 3.322  
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 Texas Exemption Certificate  
FORM 01-339 (back) 

 

 

The exemption certificate does not require a tax number to be 
valid. It does require a valid reason for the exemption. 

 
 

 

 

 

Comptroller Rule 3.287 
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Jane Doe 
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• Website: 

Comptroller.Texas.Gov  

 

• Tax Help: 

comptroller.texas.gov/taxhelp  
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Why You Are Here Today  

Sales Tax  

Collect or Not Collect?  
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Two Tax-Free Sales Days 
As an IRS 501(c)(3) group your organization may: 
 

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

 

– Can be back-to-back days for 48 hours. 

 

– Must designate tax-free days in advance.    

 

– Must notify customers of tax-free sale. 
 

                

 

Comptroller Rule 3.322 
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Two Tax-Free Sales Days 
• Applies to taxable items sold for $5,000 or less (can exceed $5,000 if 

manufactured by nonprofit or if not sold to donor). 

 

• A jointly held sale counts as a tax-free sale for each group. 

 

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

                                                          
 

 
(cont’d) 
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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. 

 
(cont’d) 
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Two Tax-Free Sales Days 

• Issue resale or exemption certificate to purchase taxable 
items for resale. 

 

• Reporting tax-free sales. 

 

• Discussion of fundraisers that do not qualify under the    
one-day, tax-free sale provision. 

 
Comptroller Rule 3.286 
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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 exemption based on location where 
event occurs. 

 

 

Comptroller Rule 3.298 
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Exempt Writings 
• Writings published and distributed by nonprofit religious, philanthropic, charitable, 

historical, scientific or other similar organization are exempt. Similar organization = 
501(c)(3). 

 

• Exempt writings include books, brochures, magazines, newsletters.           

 

• Items that can be read, but primarily serve other purposes, are  taxable (bookmarks, 

      clothing, posters). 

 

 

Comptroller Rule 3.299 
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Nontaxable Items & 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.oag.state.tx.us/index.shtml 
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Nontaxable Food Products 

• Boxes of fresh fruit. 

• Frozen cookie dough, pizza kits (kit only--no tools). 

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

• Fresh cracked nuts. 

• Cheese spreads. 

• 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-blanket, biscuits, bagels & baked 

goods with ingredients baked inside. 

 

• Other eating utensils include bowls, spoons, knives & forks. 

 

• Napkins or wax tissues are not eating utensils. 

 

 
Comptroller Rule 3.293 

 



Texas Comptroller of Public Accounts

Annual Food Sale 
 All volunteer nonprofits may hold one annual tax-free 

food sale if: 

• Not professionally catered; 

• Not held in a restaurant or hotel; 

• Not in competition with a retailer; and 

• Food prepared by group’s members. 

• Alcoholic beverage sales are taxable. 
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Annual Sales Tax Holiday 

 Dates Change Annually – 2015 was Aug. 7 – 9 

        2016 will be Aug. 5 - 7  

 

• Most clothing & footwear under $100 (these sales do not count against the 
two one-day, tax-free sale days). 

 

• Backpacks and specific school supplies for use by elementary/secondary 
students.  

   
 

          Comptroller Rule 3.365   
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Donations 

• Donations are 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 tax free to donate to your 
organization with exemption certificate. 

 

 Item may not be used first and then donated. 

 

 Seller may donate unused inventory. 

  

 Comptroller Rule 3.287 

  Comptroller Rule 3.285 
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Sales Tax Permit 
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Sales and Use Tax Permit 



Texas Comptroller of Public Accounts

• Website: 

Comptroller.Texas.Gov  

 

• Tax Help: 

comptroller.texas.gov/taxhelp  
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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 is not acceptable evidence of resale. 

 
                         

 
Comptroller Rule 3.285 
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Tax Collection 

  



Texas Comptroller of Public Accounts

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. 
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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 taxable 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.  
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Backing Out Tax on Tax Included 

Sales 
 

To back-out sales tax: 

 

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 is 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.    
 

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. 
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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.   

 

• Keep contact information current. 

 

$50 penalty on late returns even if no tax is due! 
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Filing Sales Tax Returns 
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Helpful Information 

Rules: 
  

• Rule 3.285, Resale Certificate; Sales for Resale. 

 

• Rule 3.286, Seller’s and Purchaser’s Responsibilities, including 
Nexus, Permits, Returns and Reporting Periods, Collection and 
Exemption Rules, and Criminal Penalties. 

 

•  Rule 3.287, Exemption Certificates. 

 

• Rule 3.293, Food; Food Products; Meals; Food Service. 
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Helpful Information 
Rules: 

 

• Rule 3.298, Amusement Services. 

• Rule 3.299, Newspapers, Magazines, Publishers, Exempt 
Writings. 

• Rule 3.322, Exempt Organizations. 

• Rule 3.365, Sales Tax Holiday—Clothing, Shoes and School 
Supplies.                               

 
 

(cont’d) 
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Helpful Information 
Publications: 

 

• 94-115, Ready-to-Eat Food.  

• 94-171, Internet Orders – Buying and Selling. 

• 96-211, Fairs, Festivals, Markets and Shows. 

• 96-122, Exempt Organizations – Sales and Purchases. 

• 96-1045, Guidelines to Texas Tax Exemptions. 

• 98-490, Sales Tax Holiday. 
 
 

(cont’d) 
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Contact Us 

General Tax Questions 

Call:   (800) 252-5555 

Tax Help: comptroller.texas.gov/taxhelp  

 

Exempt Organizations Section 

Call:  (844) 519-5677 

Email: exempt.orgs@cpa.texas.gov 

 

Website: Comptroller.Texas.Gov  
 

 

Thank You! 
 


