
WHO TO CONTACT DURING THE LIVE PROGRAM

For Additional Registrations:

-Call Strafford Customer Service 1-800-926-7926 x1 (or 404-881-1141 x1)

For Assistance During the Live Program:

-On the web, use the Chat function to send a message

If you get disconnected during the program, you can simply log in using your original instructions and PIN.

IMPORTANT INFORMATION FOR THE LIVE PROGRAM

This program is approved for 2 CPE credit hours. To earn credit you must:

• Participate in the program on your own computer connection (no sharing) – if you need to register 

additional people, please call customer service at 1-800-926-7926 ext. 1 (or 404-881-1141 ext. 1).  

Strafford accepts American Express, Visa, MasterCard, Discover.

• Listen on-line via your computer speakers.

• Respond to five prompts during the program plus a single verification code.  

• To earn full credit, you must remain connected for the entire program.

Avoiding Sales Tax on High-End Purchases: Airplanes, Boats, 

Yachts, Vehicles, Jewelry, Racehorses, Other Purchases

THURSDAY, AUGUST 11, 2022, 1:00-2:50 pm Eastern

FOR LIVE PROGRAM ONLY



Tips for Optimal Quality FOR LIVE PROGRAM ONLY

Sound Quality

When listening via your computer speakers, please note that the quality 

of your sound will vary depending on the speed and quality of your internet 

connection.

If the sound quality is not satisfactory, please e-mail sound@straffordpub.com

immediately so we can address the problem.

mailto:sound@straffordpub.com


Recording our programs is not permitted. However, today's participants can order 

a recorded version of this event at a special attendee price. Please call Customer 

Service at 800-926-7926 ext.1 or visit Strafford’s website at www.straffordpub.com.

http://www.straffordpub.com/
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Notice

ANY TAX ADVICE IN THIS COMMUNICATION IS NOT INTENDED OR WRITTEN BY THE SPEAKERS’ FIRMS TO BE 

USED, AND CANNOT BE USED, BY A CLIENT OR ANY OTHER PERSON OR ENTITY FOR THE PURPOSE OF (i) 

AVOIDING PENALTIES THAT MAY BE IMPOSED ON ANY TAXPAYER OR (ii) PROMOTING, MARKETING OR 

RECOMMENDING TO ANOTHER PARTY ANY MATTERS ADDRESSED HEREIN. 

You (and your employees, representatives, or agents) may disclose to any and all persons, without limitation, the tax 

treatment or tax structure, or both, of any transaction described in the associated materials we provide to you, 

including, but not limited to, any tax opinions, memoranda, or other tax analyses contained in those materials.

The information contained herein is of a general nature and based on authorities that are subject to change.  

Applicability of the information to specific situations should be determined through consultation with your tax adviser.



Taxation of Luxury Goods: General 
Considerations

Sales Tax Versus Use Tax 
• Sales Tax:  generally a transaction tax 

based on place of sale
• Use Tax:  generally a tax on the “use” of 

property within a state, to the extent no 
sales tax paid 

• States vary:  in most states, sales tax is 
imposed on the customer, with the 
vendor liable for collecting and 
remitting.  Some states (including CA) 
impose sales tax directly on the vendor.



Taxation of Luxury Goods:  General 
Considerations Wayfair and the new “nexus” landscape

• Prior to Wayfair v. South Dakota (2018)states 
could not constitutionally require a vendor to 
collect sales tax in a state without some form of 
physical presence.

• Vendors could ship out of state without need to 
bill sales tax; tax responsibility was solely on 
purchaser.  Now as little as $100K in sales can 
obligate a vendor to collect.  All 45 taxing states 
have an “economic nexus” provision

• Greater focus now on no-tax states: AK, DE, MT, 
OR, NH.  



Taxation of Luxury Goods: General 
Considerations

Use Tax Considerations
• Residency:  Some states only impose use tax on 

purchases made by a “resident”
• “Resident” definition may not align with 

income tax residency.  Example: in NY, 
maintaining a “permanent place of abode” 
suffices

• Prior use in other state(s):  Some states provide 
a use tax exclusion for property used out-of-state 
for a period prior to importing.

• Credit for tax paid: Generally, sales or use tax 
paid to other states is credited.
• Differing tax rates may still result in a delta



Taxation of Luxury Goods: General 
Considerations

• Special rules for aircraft, vessels and 
motor vehicles
• “Fly away” or “drive away” provisions for 

nonresidents
• These address sales tax at the point of sale, 

but use tax remains an issue.

• Temporary use:  what presence triggers 
use tax?









Resident vs. Non-Resident

ANY aircraft is subject to California Use Tax if any of the following apply:



2. The aircraft was subject to property tax in California during the first 12 months
of ownership. 

Used OR Stored OR Registered



The following are evidence of residency for 
purposes of vehicle registration:

a. Address where registered to vote
b. Location of employment of place of 

business
c. Payment of resident tuition at a public 

institution of higher education 
d. Attendance of dependents at a primary 

or secondary school 
e. Filing a homeowner’s property tax 

exemption
f. Renting or leasing a home for use as a 

residence 
g. Declaration of residency to obtain a 

license or any other privilege or benefit 
not ordinarily extended to a non-resident

h. Possession of a California driver’s license 
i. Other acts, occurrences or events that 

indicate presence in the state is more 
than temporary or transient



The taxpayer is NOT the one who gets to decide whether he or she is an out-of-state resident.



The Supreme Court 
proclaimed that every citizen 

of the United States has a right 
as well as an obligation to 

avoid taxes.



“Anyone may arrange his affairs so that his taxes 
shall be as low as possible; he is not bound to 

choose that pattern which best pays the treasury. 
There is not even a patriotic duty to increase 

ones taxes. Over and over again the courts have 
said that there is nothing sinister in so arranging 

affairs as to keep taxes as low as possible. 
Everyone does it, rich and poor alike and all do 
it right, for nobody owes any public duty to pay 

more than the law demands.” 

Federal Appellate Judge Learned Hand







Sales tax is imposed on retailers for the 
privilege of selling tangible personal property 
at retail.  The tax is measured by the gross 
receipts from retail sales.  The obligation to 
pay sales tax is on the retailer.

Use tax is imposed upon the storage, use or 
other consumption in this state of tangible 
personal property purchased from a retailer.  
The use tax rather than the sales tax applies to 
purchases shipped from an out-of-state point to 
a California consumer.  The obligation to pay 
use tax is on the purchaser.





Sales Tax vs. Use Tax 
Out-of-State Dealer

If you purchase MTE for use inside 

California from an out-of-state dealer, 

you are liable for use tax 

and must file the tax return and

pay the tax. Unless the out of state dealer

has nexus* with the State of California. *Nexus-connection with an out of 

state business and

the state of California which allows 

California to

consider the out of state dealer a 

California Seller.  (i.e. Cessna 

Aircraft) 



Sales Tax vs. Use Tax 
Purchase of MTE from an individual 

If you purchase MTE for use inside California from an individual, whether he or she is located inside 
California or not, you are liable for use tax and must file the tax return and pay the tax. 

Many people will tell you to wait until the CDTFA send you a bill. THIS IS WRONG. The state does not 
have to notify you, it is your obligation to file the tax return that is due in a timely manner. 



If you want to be able to qualify for most of the 
available exemptions, you must always take 
possession while the property is
located outside of California and you must meet the 
requirements of a legal definition of “First 
Functional Use” before the aircraft enters California 
for the first time. 

You must be able to support with documentation 
that without a shadow of a doubt the aircraft was 
located outside of California when the title was 
transferred and throughout the test period.





Delivery
Therefore, always request as part of an offer to purchase, that the 
seller deliver your aircraft or vessel to you outside the State of 
California.  The rules about where to take delivery are as varied 
as each state’s laws apply to your specific type of purchase. 
ALWAYS SEEK PROFESSIONAL GUIDANCE.



Common Carrier

Current Exemptions



Interstate Commerce Flight Hours Test



3 Qualifying Steps: 

1. Out-of-State possession
- Take delivery while plane is located outside 
of California 

2. First Functional Use
- Term created by the state
- Must happen before entering 
California to qualify for test
- The definition of First Functional

Use depends on what type of aircraft you purchase.

3. Enter California



6 Month Test Period

The entire basis of the test period 
is that 60% of your flight hours
must be for interstate business use. 

The other 40% are considered “the bad side of the 

test” These hours can be used for training, 

intrastate flights, maintenance or personal flights.

Commercial Use

The flight hours must be for business 

purposes. They can be 100% Part 91 hours 

or a combination of Part 91 and Part 135.

The term “commercial” is not limited to for-

profit business.*Regulation 1620 b(4)



The Principal Use Test





Common Carrier Exemption (Part 135)



1. Possession anywhere (must consider tax 

implications of other states).  Can take 

possession in CA

2. First Operational Use



Within the first 12 months of operational 
use, more than 50% of the aircraft time 

must be flown in common carriage.

State defines a common carrier flight as a flight

that is flown under Part 135 regulations

that carries passengers or cargo.  Deadhead or

repositions flights that are billed to

customer DO NOT COUNT.





Thank You for Attending!
Any questions?

Tom Alston
CEO & Founder

916-691-9192 Ext. 108
talston@aeromarinetaxpros.com

www.aeromarinetaxpros.com

Jullie Alston
Executive Director

916-691-9192 Ext. 118
jalston@aeromarinetaxpros.com

Dallas Chavez
Senior Production Officer

916-691-9192 Ext. 112
dchavez@aeromarinetaxpros.com

mailto:talston@aeromarinetaxpros.com
http://www.aeromarinetaxpros.com/
mailto:jalston@aeromarinetaxpros.com
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California 
Property Tax -
Aircraft

• Sean Slavin, CPA

• sslavin@acstax.com

• (805) 374-9500 ext. 229

mailto:sslavin@acstax.com


Overview of California Property Tax

• Administered by the County.  
• Board of Equalization acts in an oversight capacity

• Real vs. Personal Property
• Land and Improvements
• Equipment, Machinery, Computers, Servers, Vessels and AIRCRAFT

• Proposition 13
• California constitutional amendment passed in 1978
• Generally relates to real property. Base year established for assessment purposes 

• Tax cannot exceed 1% of assessment (plus local assessments and voted indebtedness)
• Assessment can increase no more than 2% a year

• Exceptions include New Construction and Change in Ownership



Fundamentals 

Assessment x Tax Rate = Property Tax

• Assessment is the value used by the Assessor.  This may be the fair 
market value of the property but with notable exceptions. 
• Huge caveat for Prop 13 (real property)

• Personal property valuations often contain deviations from FMV



Aircraft

Revenue and Taxation Code §5303 

“…any contrivance used or designed for the 
navigation of or for flight in the air which has been 

flown at least once, other than a parachute or 
similar emergency safety device”



Fundamentals of Aircraft 
Property Tax 

• Assessor calculates a value every 
year 

• January 1st Lien Date 

• Taxability based on establishing 
situs 

• Assessable in the county where 
aircraft is habitually situated 



Calculating the 
Assessment 

• Compliance Form 577 due by May 
7th

• Don’t late file! 
• 10% penalty

• Assessor will make assumptions like 
pristine condition, low hours, etc.

• Comparable Sales, vs. Cost, vs. 
Income approach



Special 
provisions 

• Charter Exemption
• Reduction of assessment by the sales tax

• Part 135 hours vs. Part 91 hours

• Situs Issues
• Establishing CA situs

• Habitual use vs transitory

• Key takeaway – County Assessors in California 
are aggressive

• Apportionment 



Audits and Appeals

• Property Tax Audits

• Aircraft generally on a 4-year audit 
cycle

• Primarily aimed at high value jets

• Can result in refunds or escape tax bills

• Changes in the assessment can 
be appealed

• Appeals

• Opportunity to reduce the assessment

• Specific due dates depending on 
what exactly is getting appealed

• Handled administratively or with the 
Assessment Appeals Board





New York Considerations: General

• Aircraft, Vessels, and Motor Vehicles

o NY enacted taxpayer-friendly rules in 2015 governing the purchase 
and/or use of vessels and aircraft. 

o Both commercial and non-commercial aircraft are now exempt 
taxation (sales and use tax).

o Sales and use tax on vessels is capped, and NY provides a generous 
safe harbor allowing vessels to be used without triggering use tax.

o Motor vehicles and vessel can qualify for “drive away” exemption 
when purchased by nonresidents.  



New York Considerations: Sales Tax

• Sales Tax:  All sales of tangible personal property (TPP) are presumed 
taxable, absent a specific exemption.
• Tax imposed on the purchaser, but vendors legally obligated to collect and 

remit.  Either can be held liable if unpaid. 
• Sales tax is a transaction tax.  Tax arises when there is a “transfer of title to or 

possession of (or both) tangible personal property” for a consideration.
• Sales tax is a destination tax, meaning “the point of delivery or point at which 

possession is transferred by the vendor to the purchaser, or the purchaser's 
designee” controls where the “sale” takes place.  Where title or risk of loss 
passes does not control!

• Vessels, aircraft and motor vehicles are all considered TPP, although each 
are subject to specific rules and exemptions.



New York Considerations: Use Tax

• Use Tax:  Use tax is imposed on the “use” of TPP (and services) in within 
NY, except to the extent the TPP has already been or will be subject to NY 
sales tax.
• “Use” means “the exercise of any right or power over tangible personal property” 

and includes “the receiving, storage or any keeping or retention for any length of 
time…or any consumption of such property….” (Tax Law § 1101(b)(7)).

• Important!! Use tax only applies to purchase made by “residents” of NY
• Tax Law § 1118(2) provides an exemption from use tax for “property or services purchased by 

the user while a nonresident.” 

• Not based on income tax residency.  For an individual, maintaining any “permanent place of 
abode” in NY suffices.  A business entity is a resident if it is “doing business” in NY.

• This “nonresident” exemption does not apply to a business entity unless it has been actively 
doing business outside of NY before purchasing the item in question.



New York Considerations:  Aircraft
• New York simplified sales taxability of aircraft in 2015 by 

adding exempting “general aviation aircraft” from sales and 

use tax.  “Commercial aircraft” were already exempt.

o Commercial Aircraft: “Aircraft used primarily (i) to 

transport persons or property, for hire, (ii) by the purchaser 

of the aircraft to transport such person's tangible personal 

property in the conduct of such person's business, or (iii) 

for both such purposes.”

o General Aviation Aircraft: “Aircraft that is used in civil 

aviation that is not a commercial aircraft… military 

aircraft, unmanned aerial vehicle or drone.”

• Neither are taxable—for sales or use tax purposes—as of 

September 1, 2015



New York Considerations: Vessels

• New York made life simpler for purchasers and owners in 2015, 

capping sales tax and providing a safe harbor for use of vessels in NY 

waters.

o Sales Tax Cap: Sales and use tax apply only to the first $230,000 

of the sales price of a vessel. 

▪ Translates to a cap of $20,412 (NYC rate) or less depending 

on jurisdiction.

o Use Tax Safe Harbor: Use tax is not triggered on the use of a 

vessel in NY until the earliest of the following:

▪ Vessel is used in NY for 90 or more consecutive days;

▪ Vessel is required to be registered with the DMV; or

▪ Vessel is registered in NY

o Big change: allows seasonal use of vessels in NY with formerly 

triggered use tax for residents.



New York Considerations: Vessels
• Opportunities to avoid the (capped) tax?

o “Drive-away” provision:  seller need not charge sales tax if the 

purchaser:

o is a nonresident of NY;

o does not maintain a permanent place of abode in NY;

o is not carrying on a business, trade or profession in which the 

vessel will be used

o does not register the vessel in NY prior to registering elsewhere 

o Provides the seller with a certificate (Form DTF-820)

o “Nonresident” exemption—use tax

o A vessel purchased “while a nonresident of NY” is not subject to 

use tax when imported.

o Limited by “look-through” provision.  A nonresident business 

entity can’t qualify if the vessel is for use by employees, officers, 

shareholders, etc., of the entity who are residents.

o Applies to motor vehicles as well.

o Use tax safe harbor:  use for 90 consecutive days triggers the tax.  

Vessel can be moved, though, resetting the clock.



New York Considerations: Motor Vehicles
• Unlike aircraft and vessels, few specific exemptions 

applicable
o “Drive-away” provision:  seller need not charge sales tax if the 

purchaser:

o is a nonresident of NY;

o does not maintain a permanent place of abode in NY;

o is not carrying on a business, trade or profession in which the 

vessel will be used

o does not register the vessel in NY prior to registering elsewhere

o Provides the seller with a certificate (Form DTF-820)

o “Garage” Rule

o Residents of one local taxing jurisdiction can’t save by 

purchasing in a lower tax jurisdiction.

o For in-state sales, dealer must charge tax at the combined rate for 

the local jurisdiction where either the buyer lives (for individuals) 

or where the vehicle will be principally garaged (for businesses).



New York Considerations: Motor Vehicles

• Structuring Opportunities?
• Purchase in no-tax state.  Montana plates?

• May eliminate sales tax, but leaves use use tax exposure.

• DMV registration requirements:

• Nonresidents generally not required to register vehicles.

• Residents must register out-of-state vehicles if used 30 days.

• “Resident” for DMV purposes means domiciliary.

• Sales/use tax enforced by DMV, but registration requirements do not 

determine use tax liability. 

• “Nonresident” exemption – business entities

• A vehicle purchased “while a nonresident” of NY is not subject to use 

tax or registration requirements.

• Again, limited by look-through provision.  Exemption not applicable 

to a purchase by a nonresident business entity if vehicle is for use by 

member, officer, employee, etc., of the entity.

• To be a “nonresident”, the business entity must have been actively 

engaged in business outside of NY for at least 6 months.



New York Considerations: Artwork 

• New “Nexus” Landscape for Dealers
• In the wake of Wayfair, a single sale into a state can 

trigger sales tax collection obligations for dealers and 
galleries.

• Harder to avoid sales tax based on shipping 
destination alone.

• Shipping to no-tax states (AK, DE, NH, MT, OR) can still 
eliminate sales tax.
• DE art-storage facilities offer sales tax benefits and 

relief from U.S. excise taxes and customs duties.
• But what about use tax?



New York Considerations: Artwork
• Structuring art purchases

• Shipping out of state
• In NY, what type of carrier is used and who pays can be 

determinative!
• If the vendor ships, the place of “sale” is the ship-to location
• If the customer hires the shipper, the “sale” occurs in NY if the 

customer uses a “contract” or “private” carrier rather than a 
“common carrier” to pick up in NY.

• NY’s position:  all specialized art shippers are private/contract 
carriers. 

• “Nonresident” Exemption
• Prior to 2017, nonresident business entities could be used to take 

advantage of exemption under Tax Law § 1118(2) for purchases made 
“while a nonresident” of NY.

• No “look through” as with vessels and motor vehicles.
• Since 2017, exemption not available unless “nonresident” business 

entity has been engaged in active business outside NY for at least six 
months (employees, sales, etc.).



New York Considerations: Artwork

• “Resale” Exemption:
• Prior to amendments in 2017, a common structure involved purchase by single-

member LLC, followed by a lease of the artwork to the member
• Sales for resale (including leasing) are not subject to sales tax
• SMLLC could issue a resale certificate to gallery, since sole purpose was to lease 

the artwork.
• Sales tax due on the lease payments, but allowed deferral over many years.
• No income tax due on payments since SMLLC’s generally disregarded for income 

tax purposes.
• NYS closed the perceived loophole by disqualifying certain transactions from “resale” 

treatment:
• Purchase by an SMLLC for resale to its member
• Purchase by a partnership for resale to a partner
• Purchases by a trust for resale to a beneficiary 



New York Considerations: Artwork
Matter of Objet LLC
• Important 2022 NY Tax Appeals Tribunal decision addressing sales tax on 

artwork
• Confirms leasing structure can still have sales tax benefits
• Case involved sales tax on a $7.2 million Picasso purchased jointly by two 

entities:  (1) an individual; and (2) an LLC owned by two trusts benefitting the 
individual’s children.
• The LLC leased its half-share to the individual, receiving an annual lease 

payment equal to roughly 1% of the painting’s FMV.
• Sales tax was charged on the lease payments, but the Department of 

Taxation and Finance challenged the use of the “resale” exemption.
• The Tax Appeals Tribunal held the Department could not “look through” and 

disregard the lease, despite the related parties, the substance of the lease, etc.
• Structuring Implications: 

• Confirms “form over substance nature” of sales and use tax
• Provides authority for use of a leasing structure
• Such structure can assist in addressing use tax for artwork purchased out-

of-state (i.e., in a no-tax state) and later brought to NY.



New York Considerations: Enforcement
• Easier for states to audit sellers for sales tax than to track down 

individual purchasers for use tax.

• Some Enforcement methods
• Sales tax audits: auditing vendors can yield potential 

targets for use tax.  Example: auction houses, galleries
• U.S. Customs Records

• States (NY and FL included) have record-sharing 
agreements with U.S. Customs, providing taxing-
authorities with records of imported items declared 
at U.S. ports of entry.

• Marina sweeps
• Prior to relaxing sales tax rules for vessels, tax 

department agents regularly swept marinas, 
contacting NY residents with vessels.
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Q&A
You may use the Chat function to ask questions, or email questions to 

taxquestion@straffordpub.com.

FOR LIVE PROGRAM ONLY



Tell us how we did!

Look for our 'Thank You' email 

(which you should receive within 24 

hours) for details and a link to the 

program survey and attendance 

attestation.

FOR LIVE PROGRAM ONLY



Not a Passholder Yet?

Try the CPE Individual Annual Pass

• Attend unlimited live webinars in any of our tax and accounting practice areas 

- we produce over 150 advanced live CPE webinars each year

• Get unlimited access to hundreds of recorded webinars

• Get all your CPE credits for one price

Simply respond to the email you will receive after the program and we will

rebate the cost of this webinar from the pass price!

Did you know that Strafford offers significant discounts for orders with multiple

connections/devices? If your colleagues also want to attend, just add additional

connections/devices to your order and get 25% off.


