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April 5, 2006
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Re: Our File No. LR-06-056; Taxability of dietary supplements, vitamins and personal
care products; taxability of shipping and handling charges; and taxability of service
charges for membership renewal fees

This is in response to your inquiry regarding the taxability of dietary supplements,
vitamins and personal care products; shipping and handling charges; and service charges
for membership renewal fees

1. Taxability of Dietary Supplements, Vitamins and Personal Care Products.
Section 1354 (A)(1) of Title 68 of the Oklahoma Statutes specifically levies a sales tax on
the sale of tangible personal property. The Oklahoma Sales Tax Code contains no
exemption for the sale of food, dietary supplements, vitamins or personal care products.
Therefore, the products listed in your letter as Dietary Supplements 1 — 9, vitamins,
toothpaste, and cream are subject to Oklahoma sales or use tax.

It is the intent of the Oklahoma Legislature to specifically include within the sales and
use tax levies by this state all sales of tangible personal property and all storage, use or
other consumption of tangible personal property occurring within this state. Oklahoma
sales tax is levied on the sale of tangible personal property in Oklahoma. Oklahoma use
tax is levied on the storage, use or consumption of tangible personal property within the
state of Oklahoma.

The gross proceeds of each sale to a consumer-user in this state by an out-of-state vendor,
who engages in business in this state through the continuous, regular or systematic
solicitation of retail sales by advertisement in the newspapers or radio or television
media, operating within Oklahoma, or through mail order or catalog publications, is
subject to Oklahoma sales or use tax.
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If you operate a multi-level distribution system (which ships the merchandise from out-
of-state directly to consultants or distributors, who then distribute the products to their
customers), the sales are subject to Oklahoma sales tax. See Oklahoma Tax Rule 710:65-
19-214. Oklahoma sales tax and use tax is a combination of the state tax rate (4 ¥2%) and
any applicable city and county sales or use tax. In order to determine the sales or use tax
rate in Oklahoma, see Oklahoma Tax Commission Rule 710:65-1-3. The actual point of
sale is the determining factor in computing the sales tax rate in Oklahoma. If you take
orders by telephone or by mail, accept payment by check or credit card, and ship the
items to the customer, the point of sale is the place of delivery and the combination of
state, city and county tax at that location would be due the state of Oklahoma. See
Oklahoma Tax Commission Rules 710:65-18-3 and 710:65-15-1. Enclosed is a list of the
city and county tax rates and copies of the statutes and rules referenced herein.

Regarding the "combination package", containing any potential non-taxable items with
taxable items, the entire package would be taxable unless the items are listed as separate
line items.

2. Taxability of Shipping and Handling Charges.

Please be advised that shipping and handling charges are not taxable if they are separately
stated on the bill or invoice apart from the price of the goods shipped. However, if the
delivery charges are included in the selling price of the merchandise sold, the charges are
subject to sales tax. See Commission Rules 710:65-19-70 and 710:65-19-214.

3. Taxability of Membership Renewal Fees.

Regarding the renewal fees for distributor membership, the sale of a membership which
entitles distributors to purchase products at wholesale prices and support services, is not
subject to Oklahoma sales or use tax. Section 1354(A)(1) of Title 68, however,
specifically levies a sales tax on the sale of tangible personal property, (except
newspapers and periodicals, e.g. magazines). Therefore, any promotion materials, i.e.
sales kits, video tapes, brochures, are subject to sales tax. See Oklahoma Tax
Commission Rule 710:65-19-77.

This response applies only to the circumstances set out in your request of March 31,
2006. Pursuant to Commission Rule 710:1-3-73(e), this Letter Ruling may be generally
relied upon only by the entity to whom it is issued, assuming that all pertinent facts have
been accurately and completely stated, and that there has been no change in applicable
law. IfI can be of further assistance, please feel free to contact me.

Sincerely,

Lisa R. Haws
Tax Policy Analyst

Enclosures



