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CPAs and Business Consultants

DC Use Tax on Complimentary Meals

As we’ve told you in a prior alert, DC has become aggressive in their sales and use tax
auditing of restaurants. The finding that we are seeing most is the assessment of use tax

on complimentary meals.

Here’'s how it works:

If you comp meals, you should apply your cost of goods percentage to the complimentary
amount and pay use tax on that cost of goods amount.

Example:

August, 2006 complimentary meals and drinks $300.00

Cost of goods sold percentage 30%

Cost of goods sold (cost of the food and drink) $90
$5.18

Use Tax at 5.75%

Here's how it should look:

OOLUMN A - DESCRIPTION COLUMN B « TAXABLE AMOUNT TAX RATE COLUMM C « TAX DUE - bty ol By B rate, snter heve
1. USE Taxstle sl 575% - 90.00 = 0575 i S .18
2. USE Tamble ot 8% ] % .09 w & 0.00
5. USE Taxabla at 10% w5 w10 x 8 0.00
4. QHTO guampt puahnaes 48 $

ey desd from Lirs 16
5, TOTAL LISE TAX (&4d Lines 1C, 25 and 30} I F- 518
B, SALES Table o5 75% -1 % 0575 : 3 Q.00
7. BALES Tansble ot 9% m % 09 e 8§ 0.00
5. SALES Taxable al 10% | 5 = 10 C 35 0.00
%. SALES Taxabha ot 12% w5 % A2 50 s 0.00
10, SALES Tamadie al 1£.9% w5 % 145 0 8 0.00
11, Total tocsbla sales m 5 0.00 . TOTAL SALES TAX ne 5 0.00
Agda Uines 88 - 106] LAl Lings B0 - 10C)
12 Tofal ewempt sales 128 $
(include Ling 1348)
13 OHTC exempl sales 130 $
14, Toisd sales e 8 0.00
(A Lmes 118 and 128) 15. TOTAL TAX DUE 150 $ 518

{Add Lings 5C and 115}

Please contact our office if you have any questions or require assistance




