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religicus, charitable, or educationzl organizaticas.

Sales to persons who ofperate these types of
organizations are currently exempt frcm the State sales
taxe. House Bill 531 clarifies the availakility of this
exempticn fcr the instituticn or organizaticn itself,
ratner than for the perscn who operates the organizaticn.
Secondly, the bill requires the organization to agply for
the exempticn. Finally, the Lkill attempts tc kring a
certain needed consistency to the law by prcviding that
the Comptrcller may treat an orgéenizaticn's exemption
under § 501(c){3) of the Interral Revenue Code as
evidence of its qualification for the exemgticn frcm the
State sales tax.

House Bill 531, as introduced, addressed itself only
tc the third objective menticned akove. As amended,
however, the bill sukstantially bLrcadens its scope by
exempting nct only a religious, charitakle, or
educational organizaticn, exempt under IERC §501(c) (3),
but alsc nonprofit civic leagues or organizaticmns, the
earnings of which are devoted to charitatle, educational,
or recreaticnal purposes which are exempt frcr income
taxes under IBC §501(c) (4), but are nct presently exempt
frcm the State sales tax.

This extension of the sales tax exempticp tc civic
organizations and recreaticnal prcgrams, acccrding to the
Retail Sales Tax Division, would result in a possirkle
lcss of approximately $5€0,000 in sales tax revenue.

House Bill 531 was intemded to clarify a provision
cf the sales tax 1law which in the past has caused
interpretive and administrative froblems for the
Ccomptroller's office. However, as presented tc me, the
bill extends the sales tax exemgticn far beyond the
spcnsor's intentions and the State's akility to aksork.

For the reasons stated, and at the request cf the
Comptroller's office, I have decided toc vetc House Bill
£31.

Sincerely,
Marvin Mandel
Governor
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