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When a customer purchases an eligible item during the
exemption period, then later returns the item and receives
credit on the purchase of a different item, the appropriate
sales tax will apply to the full sales price of the newly-
purchased item.

Example 1: During the exemption period, a customer
purchases an $85.00 dress that qualifies for the exemption.
Later, during the exemption period, the customer exchanges
the $85.00 dress for a $125.00 dress. Tax is due on the
$125.00 dress. The $85.00 credit from the returned item
cannot be used to reduce the sales price of the $125.00 item
to $40.00 for exemption purposes.

Example 2: A customer purchases a $35.00 shirt during
the exemption period. After the exemption period, the
customer exchanges the shirt for a $35.00 jacket. Since the
jacket was not purchased during the exemption period, tax
is due on the $35.00 price of the jacket.

Returning an eligible item
When a customer returns an eligible item purchased

during the exemption period, the retailer should refund tax
only if the customer produces a receipt or invoice showing
tax was paid on the item, or if the retailer has sufficient
documentation to show that tax was paid on the specific
item.

Coupons, rebates and discounts
Manufacturer’s coupons do not reduce the sales price of

an item. Therefore, a manufacturer’s coupon cannot be used
to reduce the selling price of an item to less than $100.00 in
order to qualify for the exemption.

Example: A jacket sells for $105.00. The customer has a
$10.00 manufacturer’s coupon good for the purchase of the
jacket. The manufacturer’s coupon does not reduce the sales
price of the jacket. Tax is due on the $105.00 even though
the customer only pays the retailer $95.00 for the jacket.

Store coupons and discounts reduce the sales price of an
item. Therefore, a store coupon or discount can be used to
reduce the sales price of an item to less than $100.00 in
order to qualify for the exemption.

Example: A customer buys a $400.00 suit and a $110.00
shirt. The retailer is offering a 10 percent discount. After
applying the 10 percent discount, the final sales price of the
suit is $360.00, and the sales price of the shirt is $99.00.
The suit is taxable (it is over $100.00) and the shirt is exempt
(it is less than $100.00).

Rebates occur after the sale and do not affect the sales
price of an item purchased.

Example: A jacket sells for $105.00. The customer
receives a $10.00 rebate from the manufacturer. The rebate
occurs after the sale, so it does not reduce the sales price of
the jacket. Tax is due on $105.00.

Gift certificates
The sale of a gift certificate is not taxable. Eligible items

sold and delivered during the exemption period using a gift
certificate will qualify for the exemption, regardless of when

the gift certificate was purchased. Eligible items sold and
delivered after the exemption period using a gift certificate
are taxable even if the gift certificate was purchased during
the exemption period. A gift certificate cannot be used to
reduce the selling price of an item to under $100.00 in order
for the item to qualify for the exemption.

Rain checks
Eligible items sold and delivered during the exemption

period using a rain check will qualify for the exemption
regardless of when the rain check was issued. However,
issuance of a rain check during the exemption period will
not qualify an eligible item for the exemption if the item is
actually sold and delivered after the exemption period.

Layaway sales
A layaway sale is a transaction in which merchandise is

set aside for future delivery to a customer who makes a
deposit, agrees to pay the balance of the purchase price over
a period of time and at the end of the payment period,
receives the merchandise.

Eligible items will qualify for the exemption if the
customer:
 takes delivery of the merchandise during the

exemption period or
 puts the merchandise on layaway, even if final

payment and delivery is not made until after the Sales
Tax Holiday

Rentals
Rentals of eligible items do not qualify for the exemption.

Mail order sales
Eligible items purchased by mail order, catalog or

Internet will be exempt if they are:
 delivered during the exemption period, or
 ordered and paid for during the exemption period,

even if delivery is made after the Sales Tax Holiday.

Repairs and alterations
Repairs to eligible items do not qualify for the exemption.

Alterations to eligible items do not qualify for the exemption,
even though alterations may be sold, invoiced, and paid for
at the same time as the item to be altered.

Example: A customer purchases a pair of pants for
$99.00, and pays $5.00 to the retailer to have the pants
cuffed. The $99.00 charge for the pants is exempt; however,
tax is due on the $5.00 alteration charge.
Refunds

A customer who pays sales tax to a business on an eligible
item when no tax is due must apply to the Iowa Department
of Revenue for a refund.

Records and reporting
Exempt sales are always reported on line 4 of the sales

tax return. Be sure to complete the exemptions worksheet.
Report your exempt sales in the “Sales Tax Holiday”
category. Keep a copy of your return in your files.




