UNIVERSITY TAX ISSUES

Alcohol Tax 
Use these guidelines to better understand Harvard's tax obligation on alcohol.
Harvard is responsible for collecting tax on:
· the alcoholic beverages it sells, and
· alcohol it uses in laboratories
Locations selling alcoholic beverages are subject to:
· Bureau of Alcohol, Tobacco and Firearms (ATF) Special Tax Registration and Renewal (Tax Stamp), and
· Massachusetts Excise Tax on Alcohol
Locations using industrial alcohol are subject to:
· Bureau of Alcohol, Tobacco and Firearms (ATF) Special Tax Registration and Renewal (Tax Stamp)), and
· Tax-Free Alcohol Annual Survey
See also: How To, Taxes, University Tax Issues


Charitable Contributions 
Use these guidelines to determine Harvard's tax obligation on charitable contributions to other organizations.
General Information
When Tubs make charitable contributions to other organizations that are exempt under Section 501(c)(3) of the Internal Revenue Code, the University may be able to take this charitable deduction on its tax return for the year of the contribution.
Tub Role
Forward both the acknowledgement letter you receive, and any documentation you have showing that the recipient organization is exempt under Section 501(c)(3) to Jodi Kessler, jodi_kessler@harvard.edu.
See also: How To, Taxes, University Tax Issues

Hotel Tax 
The University is not exempt, in any case, from Massachusetts Room Tax charged by hotels, motels, and inns.
Visit Harvard Strategic Procurement for more information. 
See also: How To, Taxes, University Tax Issues


Meals Tax Collection and Payment - Harvard as Seller 
Use these guidelines to better understand items subject to Meals Tax.
Tax-Exempt Meals
Other Items Subject to Meals Tax
Meals Tax Collection and Payment at Harvard
1. Tubs are required to collect the 6.25% meals tax at the time of sale
1. tax must be separately listed and separately charged on all invoices, bills or contracts (except those solely for alcoholic beverages);
2. The Tub deposits the proceeds from the sale of meals plus the meals tax into the designated University bank account and retains copy of the validated bank deposit slip;
3. Then the Tub forwards the validated bank deposit ticket along with a completed credit voucher to the Cash Receipts Office;
1. credit voucher must list separately the amounts of taxable and nontaxable meal sales plus meals tax amounts
4. After each month-end close, Harvard University Dining Services aggregates the data and forwards it to Tax Services;
5. Tax Services calculates the meals tax and remits the tax for the entire University to the Massachusetts Department of Revenue on a monthly basis.
Tax-Exempt Meals
The following meal sales at Harvard are exempt from meals tax:
· Sales to Harvard students presenting a valid University ID purchasing meals in Harvard-operated dining facilities
· Sales from vending machines where each individual item costs less than $3.50
· Sales of meals to other 501(c)(3) tax-exempt organizations
· Sales of meals directly to the federal or Massachusetts governments
· Sales of beverages in unopened containers of 26 fluid ounces or more
· Meals that require significant further preparation in order to make them edible. For example: 
· If a convenience store sells hot slices of pizza to go, the sale of the pizza slices is taxable, but
· If the same store sells frozen pizzas that customers take home to cook then the sale is not taxable because the pizza requires significant additional preparation
Other Items Subject to Meals Tax
In certain cases, the cost of items in addition to a meal may be included in the taxable sales price of that meal, for instance:
Gratuities or service charges included as part of the price of a meal are included in the taxable sales price. For example:
A local for-profit business hosts an event at the Faculty Club at which food is served; when the Faculty Club adds a taxable surcharge for the wait staff service, this surcharge is rolled into the price of the food.
University room rental charges may be included in the taxable sales price if the following conditions are met: 
1. The room is rented for the purpose of serving the meal, and 
2. The meal is provided by the University
NOTE: if a room is rented for purposes other than serving a meal and light refreshments are provided, the meals tax only applies to the price of the refreshments as long as the charge is stated separately on both the bill to the customer and in the University's records.
Example A: A local for-profit business hosts a luncheon in a function room at the Faculty Club. Both the food served and the room rental charges are included in the taxable sales price of the meal.
Example B: The same local for-profit business holds a training session in a function room at the Faculty Club. During the training session, beverages and snacks are provided. On the invoice, the charges for the room rental and the refreshments are stated separately -- only the sales price of the refreshments is taxable.
Admission charges for entertainment or recreation
Sales tax is imposed on admission charges received by a place of entertainment where food and/or alcoholic beverages are sold, unless all of the following conditions are met:
· A ticket is sold and collected as proof of the admission price;
· The customer is not obligated to buy any food or beverage; and
· The admission charges are stated separately in the records of the place of entertainment
Discounted Meals
If customers presenting a coupon receive a discount from the regular price of a meal, the discounted price paid is the amount subject to tax.
See also: How To, Taxes, University Tax Issues

Meals Tax Payment - Harvard as Purchaser 
Use these guidelines to better understand Harvard's tax obligation as a purchaser.
· In Massachusetts, there is a 6.25% sales tax on meals
· Sales of meals to Harvard faculty and staff are taxable
· Sales of meals to Harvard students are tax-exempt if:
· meals are sold by Harvard-operated dining facilities, and
· students present a valid Harvard student ID
Sales Tax Best Practices and FAQs
This list of best practices will help guide tax-exempt purchasing on behalf of the University.
Harvard as Seller (Meals Tax Collection and Payment)
See also: How To, Taxes, University Tax Issues

Sales Tax 
General information on Harvard's tax obligations on goods and services.
General Information
Massachusetts sales tax is 6.25% of:
· The sales or rental charge of tangible personal property, or
· Certain telecommunications services sold or rented in the Commonwealth of Massachusetts (e.g. telephone)
Harvard Tubs Purchasing Goods or Services
· Harvard is exempt from paying Massachusetts state sales tax on the goods and services it purchases
· Harvard also has sales tax exemptions in many (but not all) states
· Refer to the Office of Procurement Management's online Procurement Manual for specific rules and printable sales tax exemption forms for Massachusetts and other states
Harvard Tubs Selling Goods or Services in Massachusetts
· Tubs are required to collect Massachusetts sales tax equivalent to 6.25% of the sale price of certain goods and services they sell
· Tubs then deposit the proceeds from the sale plus the sales tax into the University’s Mass Taxable Sales bank account and retains a validated copy of the bank deposit ticket. Deposit tickets can be obtained from the Cash Management Office by contacting 6-0853. 
· Tubs then forward the validated bank deposit ticket along with completed Massachusetts Taxable Sales Deposit Forms to the Cash Receipts Office before Cash Receipts' month-end deadline for the month in which the sales were made
· After each month-end close, Tax Services calculates the sales tax for that month and remits the tax for the entire University to the Massachusetts Department of Revenue
Example:
TPC sells a $2,000 computer to a student on October 9
TPC charges the student $2,100 ($2,000 plus $100 sales tax)
TPC deposits the $2,100 in its bank account and retains the deposit receipt from the bank
TPC then sends the bank deposit receipt along with a completed Massachusetts Taxable Sales Deposit Form to Cash Management in time for Cash Management to input the data before the October close
Harvard Tubs Selling Goods or Services Outside Massachusetts
· Depending on the state and the type of goods or services sold, Harvard may be required to collect and pay sales tax on sales occurring outside Massachusetts
· Contact Tax Services for additional information
IMPORTANT:
· Tubs must send the bank deposit receipt and deposit form to Cash Receipts in time for Cash Receipts to input the data before the closing for that month
· All charges for tax, interest and penalties due to late receipts will be charged back to the Tub responsible for submitting the late receipts
· Any interest and penalty charges incurred due to the late submission of a bank deposit receipt will be charged back to the Tub that submitted the late receipt
See also: How To, Taxes, University Tax Issues

Student Tax Issues 
Resources to better understand education tax credits, deductions and credits.
· You, or the person who may claim you as a dependent, may be able to take either the tuition and fees deduction or claim a Hope and/or Lifetime Learning credit on your federal tax return for qualified tuition and related expenses that were actually paid in a given year
· For more information about the deduction or credits, see IRS Publication 970 
Education Tax Credits
To claim the credits for tuition and fees paid to Harvard, you need to obtain a Form 1098-T from the school you attended during the year for the year in which the amounts were paid:
· Division of Continuing Education: Contact the Tax Credit Reporting Service with questions. 
· All Other Schools: Contact the Student Receivables Office at 617-495-2739.
See also: How To, Taxes, University Tax Issues

Unrelated Business Income Tax 
What is UBI?
· Even a tax-exempt educational organization such as Harvard is taxed on its unrelated business taxable income (UBI)
· There are two types of unrelated business taxable income:
1. Income arising from the conduct of unrelated trade or business that is regularly carried on, and
2. Debt-financed income, which is usually in the form of rent, interest or royalties arising from financed property
· The latter type of taxable income is rare at Harvard, because our transactions generally fit within the exceptions to the debt-financed income rules
What is a trade or business?
· It is any activity carried on to produce income from the sale of goods or performance of services
· Generally we look at:
1. whether the activity generates a profit, or
2. whether it is conducted in the same manner as a for-profit business that provides a similar good or service
· Some UBI-generating activities show profits in some years and losses in others, so an activity does not always have to generate a profit in order to be considered UBI
· We review the facts and circumstances surrounding each activity at Harvard in determining whether a particular activity is a trade or business
What does it mean to be regularly carried on?
It means that the exempt organization conducts the activity with the same frequency and continuity, and in a similar manner, as a for-profit organization would conduct a comparable activity.
How is an activity characterized as not being substantially related to Harvard's exempt purpose?
Harvard's exempt purposes are education and research, so an activity whose purpose is not substantially related to one of those purposes would be characterized as unrelated. It is irrelevant that the proceeds from an activity are used to fund education or research. The determining factor is the nature of the activity itself.
What are the exceptions to characterizing an activity as UBI-generating that typically apply to activities here at Harvard?
CONVENIENCE EXCEPTION
Revenue from an activity conducted for the convenience of Harvard faculty, staff, and/or students in connection with their respective roles does not generate UBI.
RESEARCH EXCEPTION
In general, revenue received by Harvard from research is excluded from UBI. There are certain situations, however, that require further analysis to determine whether or not they fit within the research exception. For example, commercial research and development for a for-profit sponsor would require closer scrutiny to determine whether or not the activity fits within the exception.
PASSIVE INVESTMENT INCOME
(Such as interest, annuities, rents from real property and royalties)
These types of income are generally not treated as UBI-generating. They do become taxable entirely or in part, however, if:
1. provision of substantial services is part of the overall arrangement, so that the income is not wholly passive income
2. the amount of the payment is based on a percentage of the payer's profits or income; or
3. the underlying property generating the income is debt-financed and the transaction falls outside one of the debt-financed income exceptions
Note: There is no equivalent exclusion for the rental of personal property, which generates taxable income if the rental activity meets the definition of UBI.
QUALIFIED SPONSORSHIP PAYMENT EXCEPTION
When a donor makes cash or in-kind contributions to Harvard and the donor's name and logo are merely acknowledged in a printed program or other University literature or on a building, no UBI is generated.
· If a contribution is contingent on the donor receiving a financial benefit (known as a substantial return benefit) equal to more than 2% of the contribution, however, we need to assess whether the transaction fits within the qualified sponsorship payment exception or another exclusion from UBI
· Regulations in this area suggest that some of the UBI-generating arrangements tend to look like advertising or exclusive provider arrangements, but other situations can also raise questions
· Qualified sponsorship analysis focuses on arrangements that appear to be business transactions with a donor and, for example, would not include the mere establishment of a charitable remainder trust or charitable annuity trust
VOLUNTEER EXCEPTION
Revenue generated from an activity where substantially all the work is performed by volunteers does not generate UBI.
What is the tax rate on UBI?
For 2003, the tax rate is 34%. Harvard is taxed on its UBI at the same rate that applies to a taxable corporation.
Who files the tax returns and pays the tax?
· Tax Services calculates UBI centrally and reports all resulting profit and loss annually on Harvard's Form 990-T
· Tax paid on UBI (the tax is sometimes referred to as UBIT) is then allocated among the Tubs generating UBI, based upon the respective amounts of UBI generated by each Tub during the fiscal year for which the return is filed
How does Tax Services identify UBI?
· Information from the Office of the General Counsel
· Articles in various University publications
· Information received from Tub Administrators
· General Ledger
In a decentralized environment such as Harvard we use several approaches, including regular communication with a network of financial administrators in Tubs across the University, who call Tax Services when they believe they have identified a potential UBI-generating activity in their own Tubs. We very much appreciate everyone's valuable input in helping the University to meet its tax compliance responsibilities.
UBI analysis is complex and requires significant review of specific facts to properly determine whether or not an activity in your Tub might generate UBI or whether a particular exception applies to your facts. Please contact Jodi Kessler, Senior Tax Analyst to discuss the particular situation in your Tub if you believe your Tub may be engaged in a UBI-generating activity.
See also: How To, Taxes, University Tax Issues

Value Added Tax 
VAT information for Harvard as a purchaser and as a supplier
Harvard as Purchaser:
· Harvard does not have a VAT number.
· In general, Harvard purchasers should not have to pay VAT for goods or services to be used in the US.
· If a vendor/supplier charges VAT for goods or services to be used in the US, the Harvard purchaser should request that the VAT be removed.
· If a vendor/supplier does charge VAT, and the purchaser’s request that VAT be removed is not successful, then Harvard should pay the VAT as part of the purchase.
· There is currently no means of obtaining refunds of VAT that can be distributed back to the original purchase.
The Value Added Tax, or VAT, is a general, broadly based consumption tax assessed in many foreign countries on the value added to goods and services. It applies more or less to all goods and services that are bought and sold for use or consumption in the counties that assess VAT (“VAT Countries”). Thus, goods which are sold for export or services to customers outside of VAT Countries are normally not subject to VAT. Conversely imports to VAT Countries are taxed. VAT is similar to sales tax charged in the US, except that sales tax is only charged to the end consumer, whereas VAT is charged at every level of production and then passed on to the next purchaser. 
Goods and services that Harvard purchases for use in the United States are normally exempt from VAT.  However, goods and services that Harvard purchases for use within a VAT country are generally subject to VAT and we are generally required to pay VAT. Certain items qualify for discounted or exempt VAT charge.  Exempt items are country-specific but common examples include education programs; the printing, publication and sales of books, magazines, newspapers, and maps; and certain non-processed foods.
When Harvard makes an exempt purchase from a VAT Country supplier, it is important to request the exemption at the time of purchase and to keep all relevant receipts.  Contact the Tax Reporting Office for more information http://oc.finance.harvard.edu/services/taxes.
Harvard as Supplier:
If your department is selling goods and services in a foreign country, you may be required to collect and remit VAT. Please contact the Global Support Services Client Service team http://www.globalsupport.harvard.edu/about/contact_us.shtml .
See also: How To, Taxes, University Tax Issues
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