Vermont Department of Taxes
TECHNICAL BULLETIN

TAX: SALES & USE TAX TB-41
SUBJECT: 2008 SALES TAX HOLIDAY

STATUTORY REFERENCES: H. 888, Sec. 73 (2008 Legislative Session)

Introduction

e Sales Tax Holiday — July 12 & 13, 2008 — Sales of items of tangible
personal property costing $2,000.00 or less that would otherwise be subject
to sales and use tax will be exempt from sales tax and local option sales tax
during the Holiday. The items must be purchased for personal use.

e Energy Star Sales Tax Holiday — July 12 - 18, 2008 — Sales of qualifying
Energy Star appliances costing $2,000.00 or less will be exempt from sales
and use tax and local option sales tax during the Holiday. The appliances
must be purchased for personal use. (See the List of Qualified Appliances
available on our website http://tax.vermont.gov)

Who is Eligible for the Holiday

Individuals purchasing qualifying items for their personal use are exempt from
sales tax and local option sales taxes during the Sales Tax Holiday.

Who is Not Eligible for the Holiday

Businesses and business entities such as sole proprietorships, partnerships and
corporations are not eligible for the exemption. Purchases charged to business
accounts and purchases made using business credit cards or business checks are
not eligible for the Sales Tax Holiday.

Vendor Participation

All Vermont businesses making sales of tangible personal property on July 12 &
July 13, 2008 are required to participate in the Sales Tax Holiday. The Energy Star
Sales Tax Holiday is from July 12 — 18, 2008 for sales of qualifying Energy Star
appliances. Out-of-state retailers registered to collect sales and use tax in the state
of Vermont must participate in the Sales Tax Holiday.



Eligible Items

e July 12 & 13, 2008 - Sales of single items of tangible personal property with
a selling price of $2,000.00 or less which are sold to individuals for their
personal use.

e July 12 — 18, 2008 - Qualified Energy Star Appliances with a selling price
of $2,000.00 or less purchased for personal use.

Items Not Included in the Sales Tax Holiday

Amusement charges

Charges for telecommunication services including prepaid telephone cards
Charges for cable television services

Season passes for ski resorts

Single Items of tangible personal property with a selling price in excess of
$2,000.00

Multiple Items on One Invoice

A customer can purchase multiple items on one invoice if the selling price of each
item is $2,000.00 or less and still receive the exemption. Separate invoices do not
need to be prepared. Separately stated delivery charges are not included when
determining if an item exceeds the threshold.

Example: A customer purchases a kayak for $1,500.00, a tent for $400.00 and a
backpack for $300.00. The delivery charge is $50.00. The invoice total is
$2,250.00, however, each item is priced below the threshold and therefore the
entire invoice including the delivery charge is exempt from sales tax.

Items Costing More than $2,000.00

The selling prices of items which exceed $2,000.00 are not reduced by the
exemption amount.

Example: An item is priced at $2,500.00. The item is fully taxable. The
$2,500.00 selling price is not reduced by the $2,000.00 threshold amount.

Bundled Transactions

A bundled sale of several items offered for sale at a single price will qualify for
the exemption if the total price of the package is $2,000.00 or less.

Example: A computer package including a processor, monitor, keyboard and
mouse with a sales price of $1,800.00 would be exempt because the sales price of
the package is less than the $2,000.00 threshold. The same package with a selling
price of $2,500.00 would not be exempt.



Splitting of items normally sold together

Items which are normally sold together cannot be split and priced separately in
order to obtain the exemption during the Sales Tax Holiday.

Use Tax

Purchases exempt from Vermont sales tax are also exempt from use tax.
Therefore, eligible items purchased from out of state retailers on the Vermont Sales
Tax Holiday are exempt from Vermont use tax.

Coupons and Discounts

Discounts which are given by the vendor that reduce the selling price of the item
can be used to determine if an item falls below the threshold for the Sales Tax
Holiday. Coupons are treated as a discount if the coupon reduces the selling price
and the vendor is not reimbursed by a third party. If a discount is applied to an
entire order which includes both eligible and taxable property, the vendor must
allocate the discount between the selling price of the exempt property and the
selling price of the taxable property.

Exchanges and Returns

The procedures for the handling of exchanges and returns during the Sales Tax
Holiday are as follows:

e When a customer purchases an item of eligible property during the Holiday,
but later exchanges the item for a similar eligible item, no sales tax is due
even if the exchange is made after the Sales Tax Holiday ends.

e When a customer purchases an item of eligible property during the Holiday,
but after the Holiday has ended the customer returns the item and receives
credit on the purchase of a different item, the appropriate sales tax is due on
the sale of the replacement item.

e |f a customer purchases an eligible item prior to the Sales Tax Holiday and
then returns the item during the Sales Tax Holiday and receives credit
towards the purchase of a different eligible item, no sales tax is due if the
sale of the new item takes place during the Sales Tax Holiday.



Rain checks for Eligible ltems

A rain check allows a customer to purchase an item at a certain price at a later
time because the item is out of stock. Eligible Property purchased during the Sales
Tax Holiday with a rain check will qualify for the exemption. Eligible property
purchased after the Sales Tax Holiday with a rain check will not qualify for the
exemption.

Layaways

Sales of eligible property sold under a layaway sale will qualify for the exemption
during the Sales Tax Holiday if:

o The final payment for the layaway sale is made during the Holiday and the
customer takes possession of the property during the Sales Tax Holiday;
OR
e The customer selects the property and the vendor accepts the order during
the Sales Tax Holiday for immediate delivery upon full payment. The
delivery can be made after the Sales Tax Holiday ends.

Order Date and Back Orders of Eligible ltems

Items sold for $2,000.00 or less which are ordered during the Sales Tax Holiday
are eligible for the exemption as long as the customer pays for the item in full
during the Holiday. Delivery can take place after the Sales Tax Holiday ends.
Back ordered items must be paid for in full during the Holiday to be exempt.

Rentals of Tangible Personal Property

Rentals of tangible personal property are eligible for the Sales Tax Holiday if the
rental period covers no more than three days prior to the Holiday and three days
following the Holiday and full payment is made during the Sales Tax Holiday.

Different time zones

The time zone of the vendor’s location determines the authorized time period for
the Sales Tax Holiday.



Responsibilities of Vendors

It is the responsibility of the vendor to verify that purchases made during the Sales
Tax Holiday qualify to be exempted from sales tax. If a vendor is doubtful that a
particular purchase qualifies, the vendor should collect the tax at the time of the
sale. The customer has the option to later request a refund of the tax paid. (See
Taxes collected in error.)

Taxes collected in error

Sales tax which is erroneously collected by a vendor during the Sales Tax Holiday
should be refunded to the customer. Erroneously collected sales tax which is not
refunded should be remitted to the Vermont Department of Taxes.

Customers who are charged sales tax in error on eligible items can receive a refund
of the sales tax paid by:
e Bringing their receipt showing the sales tax to the vendor in order to obtain a
refund.
o Applying directly to the Vermont Department of Taxes by completing
Form SMWA-1-Application for a Refund of Vermont Sales & Use Tax.
This form is available on our website at http://tax.vermont.gov by selecting
the Forms option.

If you have further questions regarding the Sales Tax Holiday, contact the Business
Tax Division of Taxpayer Services.

Telephone: (802) 828-2551
Fax: (802) 828-5787
Email to: salestaxholiday@state.vt.us
Write to: Vermont Department of Taxes
Sales Tax Holiday 2008
PO BOX 547
Montpelier, VT 05601-0547
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