New York State Tax Bulletin

Department of Sales and Use Tax
Taxation and Finance TB-ST-838
Taxpayer Guidance Division May 14, 2012

Shipping and Delivery Charges

Introduction

This bulletin explains how sales and use taxes apply to shipping and delivery charges.
Generally, charges for shipping or delivery that a seller includes on its bill are taxable if
the product or service that is being shipped or delivered is taxable. The terms shipping
and delivery also include charges identified by terms such as transportation, handling, or
postage.

Taxable products or services

When a taxable product or service is sold, any charges for shipping or delivery that the
seller includes on the bill become part of the receipt subject to sales tax.

If a customer separately arranges and pays for delivery of a taxable item by a third party,
the seller of the item will only collect sales tax on its charge (see Delivery-only services,
below).

Example: A customer purchases a clothes dryer (including a service contract) from a
major department store chain that has its own delivery vehicles. The department
store delivers the appliance to the customer’'s home and charges $20.00 for delivery.
The store issues the following bill to the customer:

Appliance $499.95
Service contract 30.00
Delivery charge 20.00
Total (before sales tax) $549.95

Sales tax must be computed on the total charge of $549.95.

Example: A customer purchases a table and chairs from a custom furniture maker
and requests that the items be delivered. The furniture maker contracts with a
common carrier to transport the furniture to the customer’s home. The furniture
maker issues the following bill to the customer:

Table and chairs $3,500.00
Transportation 250.00
Total (before sales tax) $3,750.00

Sales tax must be computed on the total charge of $3,750.00.

Example: A contractor purchases lumber from a broker. The contract provides that
the lumber will be drop-shipped from a producer’s mill in Washington to the job site in
New York and prepaid transportation charges will be included. The broker issues the
following bill to the customer:
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1000 board feet of 2x4's $400.00
Prepaid freight 100.00
Total (before sales tax) $500.00

Sales tax must be computed on the total charge of $500.00.

Example: A person in Albany sends his watch to a jeweler in New York City to be

repaired. After being repaired, the watch is shipped back to Albany. The jeweler’s bill
lists the charge for the repair service and also a charge for shipping. Sales tax is due
on the total amount paid for the taxable repair service, including the shipping charge.

Nontaxable products or services

If the product or service being sold is not taxable, any charge to the customer for shipping
or delivery is also not taxable. This also applies when the customer gives the seller a
valid resale certificate or other exemption document.

Example: A customer purchases smoked meats, assorted cheeses, and jellies from a
mail-order food merchant. The food merchant adds a shipping and handling charge
to the customer’s bill. Since all of the products the customer purchased are
nontaxable food products, the entire charge, including the shipping and handling
charge, is exempt from tax.

Example: A wholesaler delivers an inventory shipment to a customer engaged in
retail sales. The customer provides the wholesaler with a resale certificate at the time
the order is placed. Any freight charge billed by the wholesaler for delivery of this
order is not taxable.

Sales including both taxable and nontaxable charges

When taxable and nontaxable products or services are combined into a single charge on
one bill, the entire bill is taxable, including any shipping or delivery charges.

When charges for taxable and nontaxable products or services are listed separately on a
bill, sales tax is not collected on the nontaxable charges. However:

* If only one charge for shipping or delivery is listed on the bill, the entire delivery
charge is treated as part of the taxable portion of the bill.

« If the charge for shipping or delivery is fairly allocated between the taxable and
nontaxable products of the bill, then only the shipping or delivery charge allocated to
the taxable products on the bill is taxable.

Example: A customer orders a coffee maker and a five-pound supply of imported
coffee through the mail. The mail-order retailer issues the following bill to the

customer:
Coffee maker $89.95
Five pounds of imported coffee 55.00
Shipping 5.00
Total (before sales tax) $149.95

The amount subject to tax is $94.95 ($89.95 + $5.00).

Example: An art dealer purchases five works of fine art at auction. Four pieces are to
be resold through the dealer’s gallery, and one piece is for the dealer’s own private
collection. The auction house uses its own private courier service for delivery and
charges a flat $250.00 per item for local delivery. The auction house issues the
following bill to the purchaser:



TB-ST-838 (5/12) Page 3 of 3

Item 1 (to be resold) $300,000
Item 2 (to be resold) 175,000
Item 3 (to be resold) 200,000
Item 4 (to be resold) 250,000
Item 5 (for private collection) 250,000
Delivery (5 items @ $250 each) 1,250

The amount subject to tax is $250,250 (item 5 + $250 for its delivery).
Delivery-only services

Sales tax is not imposed on transportation services. Therefore, if a delivery service is
sold independently from the sale of the taxable property being transported, the charge for
the delivery service is not taxable. For the sale of the delivery service to be independent
of the sale of the property, the customer must have arranged for the transportation and
the customer must be charged for the delivery on a separate invoice.

Example: A customer purchases taxable products from a seller. The customer
separately contracts with a common carrier to transport the products from the seller’s
place of business to the customer. The customer receives one bill from the seller for
the taxable products and another bill from the common carrier for the delivery
service. The bill from the common carrier is not taxable, since the bill is only for
transportation.

Use tax
When a purchaser buys a taxable product or service, and the seller doesn't collect sales
tax, the purchaser must pay use tax directly to the Tax Department. Any charges by the

seller for shipping or delivery are included in the total amount subject to use tax.

For more information on use tax, see Tax Bulletins Use Tax for Businesses (TB-ST-910)
and Use Tax for Individuals, Estates, and Trusts (TB-ST-913).

Note: A Tax Bulletin is an informational document designed to provide general guidance
in simplified language on a topic of interest to taxpayers. It is accurate as of the
date issued. However, taxpayers should be aware that subsequent changes in the
Tax Law or its interpretation may affect the accuracy of a Tax Bulletin. The
information provided in this document does not cover every situation and is not
intended to replace the law or change its meaning.

References and other useful information

Tax Law: Sections 1101(b)(3), 1111(h)

Regulations: Section 526.5(g)

Memoranda:
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Bulletins:

Taxable Receipt (TB-ST-860)

Use Tax for Businesses (TB-ST-910)

Use Tax for Individuals, Estates, and Trusts (TB-ST-913)
Quick Reference Guide for Taxable and Exempt Property and Services (TB-ST-740)
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