NOTE: Due to limited funding, the Department of Rev-
enue has discontinued the printing of this publication.
It is available only through our web site.

Welcome to the Kansas business community! This guide has been prepared
by the Kansas Department of Revenue to assist you in understanding how
Kansas sales and use tax applies to your business operation. Inside you will
find information on what is taxable, what is exempt, and how to collect, report,
and pay your sales and use tax. Sample completed returns, blank forms, and
other information of general interest to businesses is also provided. Our goal is
to make collecting and paying these taxes as easy as possible and to help you
avoid costly sales or use tax deficiencies.

As a registered Kansas retailer or consumer, you will receive updates either
with your tax returns or in separate mailings when changes are made in the
laws governing sales and use tax. Keep these notices with this booklet for
future reference.
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KANSAS
SALES TAX

Kansas is one of 45 states plus the District of Columbia*
that levy a sales and the companion compensating use tax.
The Kansas Retailers’ Sales Tax was enacted in 1937 at
the rate of 2%, increasing over the years to the current state
rate of 5.3%.

2.00% - 1937
2.50% - 1958
3.00% - 1965
4.00% - 1986
4.25% - 1989
4.90% - 1992
5.30% - 2002

* Alaska, Delaware, Montana, New Hampshire, and Oregon
do not have a general sales or use tax. Purchases made in
these states by Kansas consumers are automatically subject
to Kansas use tax. See Kansas Use Taxes herein.

LOCAL SALES TAX

In addition to the 5.3% state sales tax, counties and
cities in Kansas have had the option of imposing a local
sales tax since 1978. Before imposing a local sales tax,
the governing body of the city or county must receive the
approval of a majority of its voters. Cities may levy a local
sales tax in five-hundredth percent increments (0.05%).
Counties may levy a local sales tax in one-fourth percent
increments (0.25%, 0.50%, etc.). Cities are authorized to
impose a maximum sales tax rate of 3% (2% general and
1% special). Counties are authorized to impose a maximum
1% general sales tax rate. Special legislative action is
required for more than 1%.

Although these are local taxes, the law requires them to
be administered by the Kansas Department of Revenue.
The local rate(s) are added to the state rate to arrive at
the total sales tax percentage collected by Kansas
retailers from their customers. Local tax applies whenever
a state tax is due if the tax situs for the sale is in a county
or city with a local tax.

The combined state and local sales tax rate

exarnple@ | in Garden City is 7.20%; the 5.3% state, a

v 0.9% Finney County, plus a 1% Garden City

————mmmw==._ tax. The combined state and local sales

tax rate for Finney County, but outside the city limits of

Garden City, is 6.20%; the 5.3% state, plus a 0.9% Finney
County tax.

@f IMPORTANT: The combined tax rate that is

charged is based on the “destination” of the goods
or service —i.e. the rate in effect where the customer takes
delivery of the merchandise or makes first use of a taxable
service. See Local Sales Tax Application Destination Based
Sourcing herein.

Sales Tax Jurisdictions

To assist you in collecting and reporting the correct rate
of sales tax, the department has developed Publication KS-
1700, Sales Tax Jurisdiction Code Booklet. This booklet is
an alphabetical listing of all Kansas county and city sales
tax rates, their jurisdiction codes for tax reporting, and the
effective dates of the tax. The code booklet is reprinted
and distributed annually. However, throughout the year you
will receive notice of any tax rate changes, as well as
additional cities imposing a city sales tax. Be sure to
incorporate these changes into your booklet until you receive
an updated one. The code booklet and its quarterly updates
are available from our office, forms request line, or web site.
Excel and CSV versions are available for download from
our web site, as well as a database using 5-digit zip codes.
A sales tax rate locator is available at our web site. Tax
rates can be obtained by entering an address, zip code,
latitude & longitude or by well head number.

DISTRIBUTION OF REVENUE

All state, county, and city sales tax collections are
remitted to the Kansas Department of Revenue. The
department deposits the state sales tax revenues into the
state general fund, with a portion designated for the state
highway fund. The department distributes local sales tax
revenues to the counties and cities in which they were
collected on a periodic basis using the information provided
by retailers on their returns.

SALES TAXAND YOUR BUSINESS

Sales tax is paid by the final consumer of taxable goods
or services to you, the retailer. A Kansas retailer is
responsible for collecting sales tax from its customers on
taxable transactions. In collecting sales tax, you are acting
as an agent or partner with the Kansas Department of
Revenue. Aretailer holds the tax in trust for the state, and
then sends it to the Kansas Department of Revenue on a
regular basis using forms provided by the department.

Paying sales tax is the duty of your customers — it is
unlawful for a customer to refuse to pay the sales tax due
on a taxable transaction. When added to the purchase price
of taxable goods or services, the sales tax is a debt from
the consumer to the retailer, and as such, is recoverable by
the retailer from the customer in the same manner as any
other debt.



WHAT SALES ARE
TAXABLE?

Kansas sales tax generally applies to three types of
transactions.

1) The retail sale, rental, or lease of tangible

personal property, including the sale or
furnishing of utilities within the state of Kansas;

2) Charges for labor services to install, apply,
repair, service, alter, or maintain tangible
personal property; and

3) The sale of admissions to places providing
amusement, entertainment or recreation
services, including admissions to state, county,
district, and local fairs.

If you are engaged in any of these activities, you must
collect sales tax from your customers. What follows is a
detailed discussion of each of these general categories with
examples. The law (K.S.A.) or regulation (K.A.R.) on which
it is based is also included.

RETAIL SALE, RENTAL or LEASE of TANGIBLE
PERSONAL PROPERTY

To be taxable, the sale must first be a retail sale as
defined below.

Retail sale — an exchange of tangible personal property
(goods, wares, merchandise, products and
commodities) for money or other consideration to
the final user or consumer occurring within the legal
boundaries of the state of Kansas.

Sales for resale (purchase of inventory), and sales to
wholesalers and others who are not the final consumer are
not taxed. However, these sales must be accompanied by
an exemption certificate — see Exemption Certificates on
herein. Kansas sales tax also does not apply to goods
shipped to another state. See Out-of-State Sales, herein.

Tangible personal property — any item to which you
can readily attach a monetary value (food, clothing,
furniture, vehicles, computers, equipment, books,
tapes, etc.).

Tangible personal property has a physical presence, it
can be owned or leased and can be moved. Tangible personal
property is different from intangible personal property (stocks
and bonds) or real property (land or buildings).

Other types of taxable sales of tangible personal property
listed in Kansas sales tax law follow. Exceptions are also
noted.

Construction Materials. Materials and
supplies sold to contractors, sub-contractors,
or repairmen for use by them in construction
projects are subject to sales tax.
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Exception: Materials purchased by a contractor using a special
project exemption number issued by the Kansas Department
of Revenue or its authorized agent are exempt.

Coin-Operated Devices. Sales made from any
coin-operated device, dispensing or providing
goods, amusement, or services are taxable.
Examples include any type of vending machine,
coin-operated telephones and car washes, and video or
arcade game machines.

Exception: Coin-operated laundry services (washers or dryers)
are exempt from sales tax. Laundry detergent, bleach, etc.
purchased from a vending machine are taxable.

Coins, Bullion, Stamps, Antiques and Collectibles.
These and similar items sold at retail are subject to sales
tax. Any retailer, including banks, pawn shops, collectors,
dealers, etc. must collect sales tax on the total gross receipts
received (K.A.R. 92-19-56). The exchange of currency or
coins at face value or at the current exchange rate is not
taxable.

Computer Software. Sales of computer software and the
services of modifying, altering, updating, or maintaining
computer software are subject to sales tax. Computer
equipment and hardware are also taxable. Since January 1,
2005 sales and/or services relating to “customized” software
has been exempt. See Revenue Ruling 19-2004-03.

Meals and Drinks. Meals or drinks sold to the

public at any restaurant, private club, drinking

establishment, catered event, café, diner, dining

car, hotel, etc. are taxable. Drinks containing

alcoholic liquor are subject to the Liquor Drink
Tax (see page 46) rather than sales tax. Cereal Malt Beverage
license holders (3.2% beer) do not collect the Liquor Drink
Tax. Instead, they collect Kansas Retailers’ Sales Tax on
their drink sales. For more information on the sale of meals
and drinks consult Publication KS-1540, Kansas Business
Taxes For Hotels, Motels and Restaurants.

Exception: Free meals furnished to employees of public eating
places are not taxed if the employee’s work is related to the
furnishing or sale of such meals. Reduced cost employee meals
are subject to tax based on the reduced price.

Prepaid Telephone Cards. Sales of prepaid telephone
calling cards or authorization numbers and the recharge of
the card or number are taxable.



Motor Vehicles and Trailers. The sale or exchange
of motor vehicles is a taxable transaction. Whenyou |fymsty
buy a car, truck, or other vehicle from a registered IE.-EI
dealer, you must pay the sales tax to the dealer. F* &
When you buy a motor vehicle or trailer from an individual, you
must pay the sales tax to the county treasurer upon
registration. The rate of tax is determined using the sourcing
rules for motor vehicles outlined herein. For more information
on the sale of motor vehicles consult Publication KS-1526,
Sales and Use Tax For Motor Vehicle Transactions, and EDU-
60 How Kansas Motor Vehicle Dealers Should Charge Sales
Tax on Vehicle Sales.

Exceptions — These transactions are not taxed:

1) Motor Vehicles, semi trailers, pole trailers or aircraft sold to
a bona fide resident of another state, provided the vehicle
is not registered in Kansas and is removed from Kansas
within 10 days of the purchase;

2) Motor vehicles or trailers transferred by a person to a
corporation solely in exchange for stock or securities in
that corporation (the original sale is taxable — the transfer
to the corporation is not);

3) Motor vehicles or trailers transferred by one corporation to
another when all of the assets of such corporation are
transferred to the other corporation;

4) Rolling stock used by a common carrier in interstate
commerce;

5) Motor vehicles or trailers sold by an immediate family
member to another immediate family member. Immediate
family members are lineal ascendants or descendants
and their spouses.

Buyers claiming a sales tax exemption on a vehicle
transaction will be required to complete and sign Form
ST-8E, Sales Tax Exemption Certificate, at the time of registration.

Utilities. Included in the definition of tangible
personal property are utilities. The following are
i subject to the state and local sales tax
(exceptions noted):

Cable, community antennae, and other subscriber radio and
television services;

Digital Satellite TV Subscriptions; (The subscription fee is
subject to the state sales tax only —local taxes do not apply.)

Electricity, gas, propane and heat; (Agricultural and
residential use of these utilities are exempt from the state

sales tax, but are subject to any applicable local sales taxes
in effect at the customer’s location.)

Telephone and Telegraph Services; Intrastate, interstate or
international telecommunications services and any ancillary
services sourced to Kansas.

Exceptions: 1) Any interstate or international 800 or 900
service, 2) any interstate or international private communication
service, 3) any value-added nonvoice data service, 4) any
telecommunication service to a provider of telecommunication

services, including carrier access service or 5) any service or
transaction defined in this section among entities classified as
members of an affiliated group as provided by 26 USC 1986.

Telephone Answering Services, mobile phone services,
beeper services, cellular phone services, and other similar
services.

Rental or Lease of Property

Tangible personal property is taxable not only when it is
sold at retail, but also when it is rented or leased. The
sales tax is added to each rental or lease payment made,
including “lease with option to buy” contracts and “rent to
purchase” contracts.

example company leases copiers for $150 per
LA month. Added to each monthly invoice will
be the state sales tax plus the applicable

local sales tax in effect where the leased copier is located.

@l A Pittsburg, Kansas office equipment

Other examples of items commonly leased or rented
that are taxable include:

appliances hotel and motel rooms*
boats motor vehicles**
computers movie videos/DVDs
equipment tools

furniture trailers

* Rooms rented for 28 consecutive days or less may also be subject
to a transient guest tax.

** Vehicles rented for 28 consecutive days or less are also subject
to a vehicle rental excise tax.

Exceptions:

1) Movies, films, and tapes rented to movie theaters are
exempt since the sales tax is collected on the admission
charge.

2) Tangible personal property used as a dwelling (such as a
mobile home) is exempt from sales tax when leased or
rented for more than 28 consecutive days.

NOTE: Tangible personal property purchased for the purpose of
leasing or renting, such as the purchase of cars (rental fleet) by
a car rental agency, is exempt from sales and use taxes. This is
considered to be a purchase of inventory for resale, and the
rental agency would provide the seller with a completed Resale
Exemption Certificate, Form ST-28A.

% TAXABLE SERVICES

A service is work done for others as an occupation or
business. Kansas sales tax applies to the services of

installing, applying, altering, repairing, servicing, or
maintaining tangible personal property.




Installing

Installation services include installing plumbing, wiring,
cabinets, light bulbs and other fixtures in an office building,
planting trees, shrubs or grass, or installing tires or parts on
avehicle.

example installs a muffler on a New York resident’s
(g Wy P automobile in Colby. The total bill (muffler
and labor) is subject to the state and local

sales tax in effect in Colby, Kansas.

@l A Colby, Kansas automotive repair shop

Applying

This category of taxable services includes painting,
wallpapering, applying fertilizer or weed killer, waxing floors,
and resurfacing parking lots. All of these services involve the
application of tangible personal property — the paint,
wallpaper, fertilizer, weed killer, wax, or asphalt/gravel.

Altering

Services such as furniture refinishing, upholstery work,
modifying or updating computer software, sewing, and
alteration services change or alter the furniture, software, or
clothing, and are taxable.

Repairing, Servicing, and Maintaining

Repair, service, and maintenance of tangible personal
property includes these types of services:

appliance repair or service

car repair or service

dry cleaning, pressing, dyeing & laundry services*
maintenance agreements

pet grooming

tool sharpening (saws, knives, etc.)

warranties (including extended & optional)
washing, waxing, or detailing vehicles

* Dry cleaning and laundry services are also subject to the Dry
Cleaning Environmental Surcharge.

Following is a representative list of services that are NOT
TAXABLE because they do not involve the installation,
application, service, maintenance, or repair of tangible
personal property:

accounting cleaning mowing
architectural engineering snow removal
broadcasting excavating towing/moving
child care hair styling trash hauling

chimney sweeping legal services

Exception for Residential & Original Construction

Taxable services are exempt when performed in
conjunction with the:

1) original construction of a building or facility;

2) restoration, reconstruction, remodeling, or renovation of
aresidence* (since 7/1/98);

3) addition of an entire room or floor to an existing building
or facility;

4) completion of any unfinished portion of an existing
building or facility for the first owner;

5) restoration, reconstruction, or replacement of a building,
facility or utility structure** damaged or destroyed by
fire, flood, tornado, lightning, explosion, windstorm* (80
mph or more), ice loading and attendant winds*,
terrorism*, or earthquake. “Utility structure” means
transmission and distribution lines owned by an
independent transmission company or cooperative, the
Kansas electric transmission authority or natural gas or
electric public utility.

6) construction, reconstruction, restoration, replacement,
or repair of a bridge or highway.

* A residence includes all types of dwellings where individuals
customarily live — homes, apartments, nursing homes, etc.

** Effective July 1, 2007

b  CAUTION: Many service professionals provide both
taxable and nontaxable services. There are also

| other special rules that apply to contractors and
the labor services industry not discussed here. Consult the
Policy Information Library on our web site for additional
information about specific service situations.

The following sales tax guidelines have been issued by
the Department of Revenue. These guidelines are available
from our web site at www.ksrevenue.org.

* Sales Tax Guidelines for Contractors and Contractor-Retailers

¢ Sales Tax Guidelines for Fabricators

¢ Sales Tax Guidelines for Contractor-Fabricators and
Contractor-Manufacturers

¢ Sales Tax Guidelines for Businesses that Sell and Service
Appliances and Electronic Products

-,_-[-

ADMISSIONS

An admission or fee charged to any place providing
amusement, entertainment, or recreation services is taxable.
Taxable admissions include:

Tickets to a concert, sporting event, movie, circus, rodeo,
or any other event where a ticket is required;

Admissions to a fair, amusement park, zoo, antique or craft
show, club, or other facility charging an admission fee
or cover charge;

Dues or Memberships that entitle you to use a facility for
recreation or entertainment, such as a health club,
country club, or the Knights of Columbus;

Fees and charges for participation in sports, games, and
other recreational activities.

Exceptions: The following admissions and fees have been
granted a sales tax exemption.

1) Admission to any cultural and historical event that occurs
once every three years;

2) Sales of tangible personal property (such as a button)
which will admit the buyer to an annual event sponsored
by a 501(c)(3) nonprofit organization;

3) Fees and charges by Kansas political subdivisions for
participation in sports, games and other recreational
activities. This includes city baseball and softball



leagues, or green fees or swimming pool fees at city or
county owned facilities;

4) Fees and charges by a 501(c)(3) youth recreation
organization, exclusively providing services to persons
18 years of age or younger, for participation in sports.
Examples include: youth basketball, baseball, football,
softball, or soccer leagues.

5) Entry fees and charges for participation in a special
event or tournament sanctioned by a national sporting
association to which spectators are charged an
admission. Examples of entry fees that are exempt under
this provision include:

e American Bowling Conference (ABC)
tournament,

¢ Professional Golfers Association (PGA)
tournament,

¢ National Hot Rod Assaociation (NHRA) race,

e Professional Rodeo Cowboys Association
(PRCA) rodeo.

6) Fees charged by nonprofit humanitarian service providers
exempt from property tax for participation in sports,
games, and other recreational activities. Qualifying
nonprofit service providers include: the American Red
Cross, Big Brothers & Big Sisters, Boy Scouts, Girl
Scouts, YMCA, YWCA, community health centers, and
local community organizations;

7) Membership dues to military veterans organizations and
their auxiliaries, such as the Veterans of Foreign Wars
and the American Legion;

8) Membership dues charged by a nonprofit 501(c)(3)
organization whose sole purpose is to support a
nonprofit zoo.

SALES TAX
EXEMPTIONS

Included with the taxable transactions in the previous
section were some of the exceptions, or exempt sales.
Other lawful sales tax exemptions fall into three general
categories. These are:

e buyers who are exempt,
e specific items that are exempt, and
e uses of an item which makes it exempt.

EXEMPT BUYERS

Direct purchases of goods or services by the following
entities are exempt from sales tax (for a complete list see
Publication KS-1520, Kansas Exemption Certificates):

e The U.S. Government, its agencies and
instrumentalities

e The state of Kansas and its political subdivisions,
including school districts, counties, cities, port
authorities, and groundwater management districts

e Elementary and secondary schools

e Noncommercial educational radio and TV stations

¢ Nonprofit blood, tissue, and organ banks

¢ Nonprofit educational institutions

e Nonprofit 501(c)(3)* historical societies

¢ Nonprofit hospitals

¢ Nonprofit 501(c)(3)* museums

¢ Nonprofit 501(c)(3)* primary care clinics/health
centers

¢ Nonprofit 501(c)(3)* religious organizations

¢ Nonprofit 501(c)(3)* zoos

* The 501(c)(3) designation refers to an Internal Revenue Code
section exempting certain organizations from income tax.

Exception: When the state of Kansas or nonprofit hospital
operates a taxable business (such as a public cafeteria or gift
shop), or when a political subdivision sells or furnishes the
utilities of electricity, gas, heat or water (except certain water
retailers - see page 8), non-inventory items purchased for use
in these taxable businesses are taxable to the otherwise
exempt group.

To claim its exemption, the exempt buyer must complete
and furnish the appropriate exemption certificate to the seller
(see page 13). The sale must also be a direct purchase —
billed directly to the exempt buyer and paid for by a check
or voucher from the exempt buyer. Purchases made by
agents or employees of an exempt buyer with their personal
funds are taxable.

Exception: Purchases of hotel rooms by U.S. government
employees on official business are exempt, regardless of the
method of payment.

Exempt Entity Identification Numbers. To help retailers
identify the exempt buyers discussed in this section, the
department will assign an Exempt Entity Identification
Number and issue a Tax-Exempt Entity Exemption
Certificate to qualified exempt buyers. On or after that date,
Kansas exempt entities claiming a sales or use tax
exemption must provide this completed exemption
certificate (which includes their Tax Exempt Number) to
the retailer. See Publication KS-1520.

Other Exempt Buyers

Sales tax exemptions are also granted to the following
entities. Where applicable, the exemption certificate
designed for that particular exemption is noted.

Certain Nonprofit Medical Educational
Organizations — The following 501(c)(3) organizations
are exempt from paying sales tax when buying items for
the listed uses, and also exempt from collecting sales tax
when these items are sold by or on behalf of the exempt
organization for the stated purposes. This exemption is for
goods and merchandise only. These organizations must
still pay or collect sales tax on taxable services and
admissions.



American Diabetes Association, Kansas Affiliate, Inc.

American Heart Association, Kansas Affiliate, Inc.

American Lung Association of Kansas, Inc.

Kansas Alliance for the Mentally Ill, Inc. and Kansas

Mental lliness Awareness Council

e Kansas Chapters of the Alzheimer’s Disease &
Related Disorders Association, Inc.

e Kansas Chapters of the Parkinson’s Disease
Association.

e National Kidney Foundation of Kansas and Western

Missouri.

HeartStrings Community Foundation

Cystic Fibrosis Foundation, Heart of America Chapter

Spina Bifida Association of Kansas

CHWC, Inc.

Cross-Lines Cooperative Council

Dreams Work, Inc.

KSDS, Inc.

Lyme Association of Greater Kansas City, Inc.

Dream Factory, Inc.

Ottawa Suzuki Strings, Inc.

International Association of Lions Clubs

Johnson County Young Matrons, Inc.

American Cancer Society, Inc.

Community Services of Shawnee, Inc.

Angel Babies Association

Certain Water Retailers — Public water suppliers who
pay the Clean Drinking Water Fee are exempt on all
purchases of property or services for that utility. See
NOTICE 04-08.

Diplomatic Tax Exemption — Certain foreign missions
and officials are entitled to a tax exemption based on
reciprocal treaty agreements. Those entitled to tax
exemption must present a Tax Exemption Card issued by
the Office of Foreign Missions (OFM) of the U. S. Department
of State. Details are in Notice 04-09.

Domestic Violence Shelters — Effective January 1, 2005,
property and services purchased by or on behalf of the
domestic violence shelters that are member agencies of
the Kansas coalition against sexual and domestic violence
(KCSDV) will be exempt.

Habitat For Humanity — This organization may buy the
materials that will be incorporated into its housing projects
without sales tax. The exemption applies only to housing
materials. Habitat for Humanity must still pay sales tax on
all of its other purchases of goods or taxable services.

Korean War Memorial — Property and services purchased
by or on behalf ofa 501(c)3 nonprofit corporation organized
to construct a Korean War Memorial are exempt from sales
tax. The department has issued Project Exemption
Certificates (PECSs) to the qualifying entities.

Parent-Teacher Associations —APTAor PTO is exempt
from paying sales tax when buying goods and services. It
is also exempt from collecting sales tax on its sales of
tangible personal property, but must collect tax when selling
taxable services or admissions.

Religious Organizations — All sales of tangible personal

property and services purchased by a 501(c)(3) religious
organization, and used exclusively for religious purposes,
are exempt. Religious organizations also qualify to request
a Project Exemption Certificate so that materials purchased
or furnished by a contractor to construct or remodel facilities
for the religious organization are also exempt.

Rural Volunteer Fire-Fighters — Property or services
purchased by or on behalf of rural volunteer fire-fighters
and used exclusively by them in the performance of their
duties and functions are exempt from sales tax.

Youth Development Programs — Sales of tangible
personal property to a nonprofit organization for nonsectarian
comprehensive multi-discipline youth development programs
and activities, and all sales of tangible personal property by
or on behalf of such organization are exempt from tax.
Examples include: Boy Scout and Girl Scout Councils and
Troops. Exception: Sales of taxable services and sales of
property customarily used for human habitation (such as beds,
chairs, bedding, and lamps) are taxable to a nonprofit youth
development organization.

FORACOMPLETE LIST OF ALL TAX EXEMPT ENTITIES - See
Publication KS-1520, Kansas Exemption Certificates, available
from the KDOR web site.

BUYERS WHO ARE NOT EXEMPT

The previous list of exempt buyers contains a number of
nonprofit organizations. A common misconception is that
all nonprofit organizations are exempt from sales tax. A
federal exemption issued under Section 501(c) of the Internal
Revenue Code applies ONLY to federal and state INCOME
tax, not to sales tax. Groups and organizations that are
NOT EXEMPT from paying Kansas sales tax include:

alumni associations

charitable and benevolent organizations
clubs and professional associations
labor unions

ITEMS EXEMPT FROM SALES TAX

Items used by these industries and groups are exempt
from sales tax.

Aircraft sales, parts, and repair services for carriers in
interstate or foreign commerce, and on and after January
1, 2005 sales of aircraft repair, modification and
replacement parts and sales of services employed in
the remanufacture, modification and repair of aircraft.
See also Notice 04-06 on our web site.

Broadcasting equipment purchased by over-the-air free
access radio and television stations to generate their
broadcast signals.




Drill bits and explosives used in the exploration of oil & gas.

Drugs and pharmaceuticals sold to veterinarians

Farm machinery & equipment - For more information
consult Publication KS-1550, Kansas Sales and Use Tax
for the Agricultural Industry

Since July 1, 2006, “Work-site utility vehicles” equipped
with a bed or cargo box may be purchased exempt from
sales tax when used exclusively in farming and ranching.

Effective July 1, 2007, “precision farming equipment” that
is installed or purchased to be installed on farm machinery
and equipment is exempt from sales tax.

Food sold to groups providing meals to the elderly and
homebound, and food sold by a nonprofit 501(c)(3)
organization under a food distribution program that sells
the food below cost in exchange for community service
and, on and after January 1, 2005, all sales of food
products by or on behalf of any such contractor or
organization for any such purpose.

Integrated production machinery & equipment
Materials purchased by a community action group to repair
or weatherize low-income housing.

Medical supplies and durable medical equipment purchased
by a nonprofit skilled nursing home. Also exempt effective
July 1, 2007 are oxygen delivery and kidney dialysis
equipment and enteral feeding systems.

Public health educational materials purchased by a
nonprofit corporation for free distribution to the public.
Railroad parts, materials, and services for railroad rolling

stock used in interstate or foreign commerce.

Rolling stock (trucks, buses, tractor-trailers, etc.), repair
or replacement parts, and motor fuels purchased by ICC
carriers.

Warehouse machinery & equipment, racking systems.

An exemption certificate (see page 13) must be
completed for these sales to be exempt. A detailed
description of purchases qualifying for exemption is a part
of each exemption certificate.

OTHER ITEMS NoT TAxeD IN Kansas

Food stamp purchases

Child Nutrition Act (WIC program) purchases
Lottery tickets

Prescription drugs and insulin

Prosthetic and orthopedic appliances (see below)

Prosthetic Devices & Mobility Enhancing Equipment

A prosthetic device or mobility enhancing equipment
purchased by an individual for whom it was prescribed in
writing by a licensed physician, chiropractor, optometrist,
dentist, or podiatrist is not taxed (K.S.A. 79-3606(r)). Exempt
devices and mobility enhancing equipment include canes,
crutches, eyeglasses, orthondontic braces, prosthetic limbs
and braces, wheelchairs, and accessories attached to motor
vehicles, such as wheelchair lifts or specialized hand or foot
controls. Also exempt effective July 1, 2007 are oxygen

delivery and kidney dialysis equipment and enteral feeding
systems. Repair and replacement parts for the exempt
equipment are also exempt if you have the original prescription
order onfile.

NOTE: The Prosthetic Devices & Mobility Enhancing
Equipment exemption does not apply to hot tubs, whirlpools,
motor vehicles, or personal property which when installed
becomes a fixture to real property.

On and after January 1, 2005, any repair and replacement
parts for hearing aids, including the batteries, when sold by
a person licensed in the practice of dispensing and fitting
hearing aids pursuant to K.S.A. 74-5808 will be exempt.
See Notice 04-05.

On and after April 14, 2005, the labor services of repairing
hearing aids when repaired by a person licensed in the
practice of dispensing and fitting hearing aids pursuant to
the provisions of K.S.A. 74-5808, are also exempt from
Kansas sales tax.

USES THAT ARE EXEMPT

Other items are exempt from sales tax because of how
they are used.

Agricultural Animals

Sales of agricultural animals and fowl (cattle, chickens,
hogs, ostriches, sheep, etc.) and aquatic animals and plants
are exempt when used in:

agriculture or aquaculture;
the production of food for human consumption;
the production of animal, dairy, poultry, or aquatic
plant and animal products, fiber, or fur;

e the production of offspring for the above purposes.

Animals that are not used for agricultural purposes (i.e.,
pets, show horses, etc.) are taxable.

Agricultural Soil Erosion Prevention

Seeds, tree seedlings, chemicals, and services
purchased and used for the purpose of producing plants to
prevent soil erosion on land devoted to agricultural use are
exempt from sales tax.

Propane for Agricultural Use

Propane used for an agricultural purpose is exempt from
sales tax. Examples include propane to power farm
implements or to provide heat for brooder or farrowing houses.
Propane used for a recreational purpose, such as RVs and
barbecue grills, is taxable.

Consumed in Production
Items that are essential and are depleted or dissipated

within one year may be purchased without tax when they
are consumed in the:



e production, manufacture, processing, mining, drilling,
refining or compounding of tangible personal property,

o treatment of by-products or wastes of any the above
processes,

¢ providing of taxable services,

irrigation of crops,

storage or processing of grain.

Examples include utilities to power manufacturing
machinery, or fertilizers and insecticides used in the
production of food.

Ingredient or Component Part

Items that become a part of a finished product to be sold
to the final consumer are exempt as an ingredient or
component part. Examples include but are not limited to:

¢ 0il paints, watercolors, and canvas used to produce a
piece of artwork for resale;

e paper and ink for publishing newspapers and
magazines;

e containers, labels, shipping cases, twine, and
wrapping paper which are not returned to the
manufacturer;

e paper bags, drinking straws, and paper plates used in
food sales; and

o feed for commercial livestock.

As a general rule, if the item leaves with the product and
is not returned for reuse by the manufacturer or retailer, it is
an ingredient part.

The “ingredient and component part” and “consumed in
production” exemptions apply to many business types. More
information on these exemptions is in Publication KS-1520,
Kansas Exemption Certificates. This publication is available
on our web site.

NOTE: Contractors are considered to be the final consumers of
their materials and therefore may not use the consumed in

production or ingredient or part exemption to purchase job materials.

OTHER SPECIAL SITUATIONS

Exempt Construction Projects

Materials and labor services sold to a buyer holding a
special Project Exemption Certificate issued by the
Department of Revenue or its authorized agent are exempt
from tax. Most of the exempt buyers listed on page 7 qualify
to obtain a project exemption for most projects. A project
exemption may also be issued to a business that qualifies
for economic development incentives.

Fuels

Gasoline, diesel fuels, gasohol, alcohol fuels and other
similar combustible fuels are generally subject to the Kansas
Motor Fuel tax (herein). However, these fuels are subject to
sales tax when the motor fuel tax does not apply, such as
dyed diesel fuel for non-highway purposes. Other fuels such
as aviation fuel, jet fuel, kerosene, and propane are subject
to sales or use tax unless their use or purpose qualifies for
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an exemption. For example, propane for agricultural use is
exempt, but propane for an RV is taxed.

Isolated or Occasional Sales

Sales tax is NOT collected when tangible personal
property or taxable services are sold at an “isolated or
occasional” sale. Isolated or occasional sales include:

1. Anyinfrequent sale of a nonrecurring nature made
by a person not engaged in the business of selling
tangible personal property. To qualify, the seller
shall not:

a. Hold more than two selling events of a day’s duration
in a 12 month period;

b. conduct a planned annual selling event; or

c. hold itself out as being engaged in the business of
selling property or services of the type being sold.

Sales that usually meet this criteria are estate sales,
farm sales, garage sales, and some auctions:

2. Any sale by a Nonprofit Entity that meets the
requirements for de minimis fund-raising events:

a. All proceeds derived from the fund-raising event shall
be used by the nonprofit entity to further its exempt
purpose.

b. The fund-raising event shall not be in direct
competition with a for-profit business (in the same
area or at same event).

c. The fund-raising event shall not take place at a retail
business’s premises during regular business hours.

d. Sales at the fund-raising event shall be made by
members or the nonprofit entity and not by a retailer,
or other for-profit business.

e. If a not-profit entity buys goods to resell at a de
minimus fund-raising event, the nonprofit entity
SHALL PAY SALES TAX on the purchases, unless
the entity is a religious organization. A religious
organization may purchase goods without sales tax
intended for resale at a de minimus fund-raising event.
A non-profit entity shall not be required to accrue
sales tax on items that are donated for sale at its
fundraising event.

f. The gross receipts from sales at the nonprofit entity’s
de minimis fund-raising events during any prior
calendar year shall not exceed $25,000. If the gross
receipts exceeds $25,000 in any calendar the
nonprofit entity shall register as a retailer and collect
sales tax on ALL future sales.

g. Each nonprofit entity shall be limited to not more
than six fund-raising events of not more than a day’s
duration, during any 12-month period.

3. Sale of business assets in conjunction with the sale
or termination of a business (other than the sale of
the business’s inventory, motor vehicles or trailers) if
the sale is made in a complete and bona fide liquidation
of a business of the seller.

a. Theterm “business” shall mean a separate place of
business subject to registration under the Kansas
retailers’ sales tax act.

b. The term “a complete and bona fide liquidation” shall
mean the sale of all assets of the business conducted





















4. TeleFile will calculate your net sales. Enter the amount in the shaded box......................

5. TeleFile will calculate your net tax. Enter the amount in the shaded box ............ccc.uvvveeee.

Press to hear the amount again or press to continue.

6. Ifapplicable, enter the amount of the credit memao received from the Department of Revenue.
If you are filing an amended return, enter the total amount previously paid for the filing
period you are reporting. 1f NONE, ENLEI ZEIO ......cooviiiiiiiiiiiiieee e

7. TeleFile will calculate the total due. Enter the amountin the shaded box ........................

Press to hear the amount again or press to continue.

BANKING INFORMATION

If you are afirst time user for the ACH Debit Method of payment or need to change your banking information, complete this section
and be prepared to enter the bank account and routing numbers. (Note: The information you provide here is the same information
reflected on your check.) After you have provided your banking information to the Department of Revenue, it will be stored in our
database and you will not need to enter it again.

Check the type of bank account you will be paying from: Checking XA  Press Savings [ Press
123456

ENter your aCCOUNT NUMDET .......ocuiiuieiiiieeie it ctee sttt ettt st te et e sre bt steesreeree v eras

Enter your nine-digit routing number 1]12]3]4[5]6|4]5]6

Bob Jones 1234
Anytown, USA -

Pay to the
The example to the right shows where Dut

you can obtain the account number and

. DO NOT
routing number from your check. @T‘,‘)@ in@ inclue the
number

|=lEBH'5I:.HEI:. ||:125u5&. [ 99 [123u] «

TeleFile will give you the amount that will be debited from your account and remitted to the
Department of Revenue. Enter the amountin the shaded boX ..........cccccvvvvveiiiiiiiiiiiiiiinen.

To acknowledge that payment will be deducted from your account on the 25th, press . Ifyou prefer to use the next business
day rule and have your payment deducted the day after you TeleFile, press .

@ DO NOT HANG UP UNTIL YOU RECEIVE YOUR CONFIRMATION NUMBER

TeleFile will give you a 12-digit confirmation number. Enter the number in the shaded
boxes. (REMINDER: If you hang up before you receive your confirmation number, your
return will not be filed and your payment will not be processed) ..........cccoeevvvivieeiieeeicccienee,

Press to hear your confirmation number again or press to continue.

Enter the date you TeleFiled YOUr FEIUM ..........euiiiiiiieee e

You are now ready to TeleFile. Dial 1-877-317-5639. This is a toll free call.

( DO NOT MAIL YOUR TELEFILE WORKSHEET - KEEP IT FOR YOUR RECORDS )

27



REPORTING SALES FOR MULTIPLE JURISDICTIONS ON FORM ST-36

o)

consisting of:

All-American Furniture Company of Lawrence, Kansas is registered with the department to collect and remit
its Kansas retailers’ sales tax on a prepaid monthly basis. The estimated tax amount paid for July with its
June return was $3,200.00. During July, All-American Furniture Company has gross sales of $100,000,

1) $25,000 of over-the-counter sales in which their customers took possession of the items in Lawrence, including a $5,000
sale to a qualified religious organization.

2) $30,000 of sales delivered to customers within the city limits of Lawrence.

3) $15,000 of sales delivered to customers outside the city limits of Lawrence, but within Douglas County.

4) $20,000 of sales delivered to customers within the city limits of Eudora.

5) $10,000 of sales delivered to customers within the city limits of De Soto (Johnson County).

NOTE: In the steps that follow, instructions are given for the first jurisdiction, Lawrence. Since the furniture store must
collect the state and local sales tax based on the “destination” of the furniture (where the customer takes delivery), it will
repeat Steps 1-8 for each of the four sales tax jurisdictions during this filing period. The ST-36 return is also used to report
sales for a business with multiple locations, following the same steps to report each jurisdiction where sales are made.
The sales tax rate in this example is for illustration purposes only and may not be accurate.

STEP1

STEP2

STEP3

STEPd

STEP

STEP 6

STEP1

Complete Part Il on the back of Form ST-36 (page
30). If not preprinted, enter the name of each city
and county jurisdiction. For example: Lawrence/
Douglas

Enter the 5-letter code for each jurisdiction in
“Column 1 — Code,” using Publication KS-1700,
Sales Tax Jurisdiction Code Booklet. For example,
the jurisdiction code for Lawrence is LAWDG.

Enter in “Column 2 — Gross Sales” the gross
receipts (taxable and nontaxable) for the month in
each local jurisdiction. For example, the total gross
sales “sourced” to Lawrence is $25,000 +
$30,000 = $55,000.

Enter in “Column 3 — Merchandise Consumed By
You” the cost of the goods consumed at each
location upon which no sales tax has been paid,
explained on page 21. There were no transactions
of this type during July, so this column will be blank.

Enter in “Column 4 — Part Il (Non-Utility)
Deductions” the total deductions (nontaxable
and exempt sales) for each jurisdiction. For
example, the deduction for Lawrence is $5,000,
the exempt sale to the religious organization
picked up in Lawrence.

Enter the amount of net sales in “Column 5 — Net
Sales.” To compute, add “Column 2 —Gross
Sales” and “Column 3 — Merchandise Consumed
by You,” together. Then subtract “Column 4 — Part
Il Deductions.” Lawrence, for example, would
be: $55,000 + $0 - $5,000 = $50,000.

Enter the tax rate in “Column 6 — Combined Tax
Rate %" for each jurisdiction using Publication
KS-1700, Jurisdiction Code Booklet. For example,
Lawrence’s tax rate is 7.3% (.073).
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SIEP§

STEPY

STEP10

SIEPTI

STEP12

Enter in “Column 7 — Net Tax” the amount of tax due.
To compute, multiply the Net Sales in Column 5 by
the tax rate in Column 6. Lawrence, for example is:

$50,000 X .073 = $3,650.

Finish Part Il by repeating Steps 1-8 for each
jurisdiction, and then adding the net tax amounts
from each jurisdiction in Column 7 together. Enter
the total for all jurisdictions on line 10, Part Ill, and
again on line 1, Part | on the front of the return.

Complete Part Il on the front of the return (page
26). Itemize by category the deductions for all sales
for the periods on the applicable line. (Line O, of
Part Il should equal the total of Column 4 —
Deductions in Part 111.)

Complete Part | on the front of the return. For many
retailers this just involves entering the tax due
amount from Part lll on lines 1, 3, 6 and 11 of Part I.
However, this retailer is required to “prepay” the tax
liability for the August 1-15, 2003 period with the July
return. This is estimated at $3,350 and entered on
line 4. The estimated amount paid for July with the
June return is $3,200. To arrive at the tax due with
this return, add lines 3 and 4 and subtract line 5.

($6,770 + $3,350) - $3,200 = $6,920.00.

Complete Payment Voucher, Form ST-36V, entering
the prepayment amounts (if required) and the total
payment amount in the boxes. Make your check
payable to “Retailers’ Sales Tax,” and write your tax
account number and filing period on your check.
Keep a photocopy for your records and mail the
original return and payment to:

Sales & Excise Tax
Kansas Department of Revenue
915 SW Harrison St.
Topeka, KS 66625-5000



ST-36

Part Il

Kansas Retailers' Sales

Rev. 70 Tax Return 454103 I
Buziness Mame
ATLL, AMEETCAN FURNITUEE COMPANY
Tax Account Mumber
004-123456789F-01 123456789
Taxing Jurisdiction (Caolumn 1] (Calumn 2) (Calumn 3) (Zolumn 4) (Zolumn 5) (Calumn B) (Calumn 7
Mame of Code Gross Sales M erchandi == Part Il (MondHility) Met Sales Combined Met Tax
City/Courty Consum ed By You Dedudions Tax Rate %
Lawrence/Douglas | LAWDG 22,000 .00 2.000.00 20000.00 73% 3650, 00
Dougl = DOLCD 15000 .00 . 12.000.00 &3% 245 .00
Eudor of Dougl = SRR £ 20,000 .00 . . £0000.00 £.8% 136000
Desototolmzaon DESIOD 10.000 .00 . . 10.000.00 A15% #1500
8. Total Met Tax (Part . &0, 00
. Total Mumber of supplemental
pages included with this return. 9. Sum of additional Part Il supplemental pages.
&110.00

10. Total Tax (Add lines 8 and 9. Enter result here and on line 1, Part 1.
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ST-36 l:{anslas F3 R GFFIZEUSE G HLY
1,109 Re_trag:(easetﬁﬁhes LI LTI 454003 N

B azlhess Mame

ALL AMERICAN FURNITURE COMPANTY

Mallleg) Scklress Tar BccontdHamb=r 004-123456789F-01
11 MATN =T EIN 1254567589
Bue B ak Os-25-07%
CHy The |2 ok
L ATRENCE KS | 66044 o MM oo LA
Perod Begineig Dak o7 o1 o7
e e [ s [ dpowme [ | e [ on [0 ] o7
Partl 1. Total Tax (Complete Part Il before completing this sechion) ... ... o oot a170 .00
2. Taotal Met Deduction from Part W fapplicabled . ... o . 2
3. Taw(Subtract line 2 Fomiline 10, . o s 170 .00
4. Estimated Tax Due for Mest bdonth (Seeinstructions) .. ... o o 3350 .00 |4
4. Egtimated Tax Paid fom Last Month (See instructions) ... ... 3700 00 (5
6. Tax (Add lines 3and 4,and subtractline 5. ... ... SFE0 .00 (6
7. Credit Memo (See inSmuctionE] . ... oo e e e e T
8. Subtotal(Subtract line 7 Fomline B ..o g
L PEmER Y . . o e e a
IO PRt . L o e e e e . [0
11, Total Amount Due (Add lines @, Sand 100 . ... oo aF 20 .00
Part Il Deductions A Sales to ather retailers Brresale ... ..o e &,
B. Retumed goods, dizcounts, allowances and trade-ins ... ... o B
C. Sales to .5, gowemnment, State of Kansas, & Kansas political subdivision ... ... ... C
0. Sales ofingredient or component parts o fangible personal propertyproduced ... .. ... [n]
E. Sales ofitems consumed inthe produdion oftangible personal property .. ... ..o oL E
F. %alesto nonproft hospials or nonprofdt blood banks, tissue ororganbank .. ... .o L F
G. Salesto nonproft education instfutions ... ... G
H. Sales to qualifying sales tax exempt religious and nonproft organizations . ... ... ..... ... s006.-00(H
I. Sales of famm equipment and machinery ... |
J. Sales ofmanufcturing machinery and equipment . ... ... J
K. Sales ofalcoholic beverages .. ... e ke
L. Mon-taxable labor zervices, onginal constroction and residential remodeling .. ... oo L L
hd. Deliveries outside of KENSas . ... .. oo hd
. M. Otherallowable deductions . .. ... ... I
O, Total dedudions . ... sp00-a0 |0
lez iyt refam B corect

Signature _Dagudd . Saucbleterdau

Do Hot Detach This Voucher

- K FO R GFFECE USE ONLY .
Sm-l; 36V Retailae?:'assales D D | | | | | | |

Tax Voucher

Bvihess Hame Tar acconetMamber| 0O04-123456789F-01
ALL AMERICAN FUENITURE COMPANTY EM| 1234567389
Mallkg Akl 55 bwoale] DB-25-06
Tas Perlod MM oo bl
11 MAIN ST Perkd Beginnirg Dak o7 o1 s
cry Stk op Cock Perkd Erdirg D ak a7 31 o6
LLAWRENCE E3 Ge04343 Amaonttom ke 4, aboue 3350060
Sibract e eat mux"r“ielpl 3570, 00
a3 &|7|z|ofo]o
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KANSAS USE
TAXES

Since 1937, Kansas has imposed a use tax on goods
purchased by Kansans (individuals and businesses) from
outside Kansas and used, stored, or consumed in Kansas
on which no sales tax was paid, or a sales tax less than the
Kansas rate was paid. The purpose of compensating use
tax is to protect Kansas businesses from unfair competition
from out-of-state retailers who sell goods tax-free; use tax
“compensates” for the lack of sales tax paid at the time of
purchase. A use tax also helps to assure fairness to
Kansans who purchase similar items in Kansas and pay
Kansas sales tax on them.

All the states that have a general sales tax also have the
companion use tax. Items purchased in or from Alaska,
Delaware, Montana, New Hampshire, and Oregon are
automatically subject to use tax since these five states
do not have either a general sales or a use tax. (For example,
Montana applies a sales tax to only a few selected
transactions).

Use tax is due on out-of-state purchases whether the
property is shipped into Kansas or picked up in another
state and brought back to Kansas. It applies only to tangible
personal property — labor services are not subject to use
tax. Like sales tax, compensating use tax is based on the
total cost of the goods purchased, including postage,
shipping, handling, or transportation charges.

Although established in 1937, compensating use tax is
probably the tax most often unpaid by Kansas individuals
and businesses. There are two types of compensating
use tax:

Consumers’ Compensating Use tax — paid by Kansas
consumers direct to the Kansas Department of Revenue.

Retailers’ Compensating Use tax — collected by retailers
in other states from their Kansas customers. (An
explanation of this tax begins on hereafter).

Like instate sales tax transactions, the compenating use
tax rate imposed is same rate as the sales tax rate in effect
where the customer takes delivery or possession, according
to the same “sourcing” rules discussed herein. See Local
Sales Tax Application - Destination-Based Sourcing.

The net effect is that for both sales and compensating
use tax - the same rate of tax applies to a taxable item
purchased by a Kansas consumer, whether it is purchased
locally, delivered to the Kansas consumer by a Kansas
retailer, or shipped to the Kansas consumer by an out-of-
state retailer.
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CONSUMERS’ COMPENSATING USE TAX

The consumer’s compensating use tax is due when
Kansas residents buy goods or merchandise for their use or
consumption in Kansas from vendors in other states on which
a state and local sales tax rate equal to that of the Kansas
buyer has not been paid. Howthe transaction is accomplished
(i.e., phone, fax, catalog, Internet) is not a factor. When a
taxable item is purchased in Kansas, state and local sales
tax is due; when that taxable item is purchased outside
Kansas for use in Kansas (not resale), state and local use
tax is due.

Use Tax and Your Business

Many Kansas businesses are not aware of their
consumers’ use tax obligation until they are audited by the
department — a costly oversight. As a business, you owe
use tax as the final consumer of the equipment, fixtures,
tools, and other taxable non-inventory items purchased from
vendors located outside of Kansas.

Before opening a clothing store in Salina you
example @ | order garment racks shipped from a firm in
LA/ St. Louis. The St. Louis retailer cannot legally
—  charge you Missouri sales tax because the
racks are being shipped across the state line. If the retailer
does not collect Kansas Retailers’ Compensating Use Tax
(see herein), you must pay the Kansas Consumers’
Compensating Use Tax of on the total cost of the garment
racks. Had you ordered the racks from a Kansas retailer
shipped to you in Salina, the Kansas retailer would have
charged you the total Salina tax on them as well.

As your business progresses, use tax most often occurs
when you are replacing worn-out items (such as the linens
and mattresses purchased by a hotel or motel) or buying
office supplies from vendors outside of Kansas.

A Dodge City CPA orders tax preparation
am#e@ | software from Minneapolis, MN. The CPA
L will owe Kansas consumers’ compensating
——— USe tax at the rate in effect in Dodge City
on the cost of the software, including shipping and handling,
if the Minnesota retailer does not charge Kansas Retailers’
Compensating Use tax on the order.

If the state and local sales tax paid in another state is
less than the total tax rate at Kansas buyer’s location, only
the difference is due to Kansas.



Linda needs to replace the dough mixer in
her Anytown, Kansas bakery which imposes
a 7.3% sales/use tax rate. She orders one
from Tulsa and can save an additional 10%
on the price by picking the mixer up in Tulsa. She is charged
the cost of the mixer, less her discount, plus Oklahoma
sales tax of 5%. Upon her return to Kansas, she owes
Kansas consumers’ use tax of 7.3%. She is allowed a
credit of the 5% she paid to Oklahoma - leaving a net 2.3%
consumers’ use tax due to Kansas.

scanpe ]

VA

Use Tax on Non-Business Purchases

Individual Kansas consumers buying goods in other
states or through catalogs, mail-order companies, over the
Internet, or from TV, magazine, and newspaper ads must
pay Kansas consumers’ use tax on these purchases if the
seller does not charge the Kansas Retailers’ Compensating
Use tax percentage for the consumer’s location. The
following examples illustrate typical purchases on which
Kansas residents owe Consumers’ Compensating Use tax
to the Kansas Department of Revenue. (See NOTE below).

Evelyn buys a place setting of her china
through the manufacturer’'s web page. The
china is shipped to her Goodland, Kansas
address; sales tax is not charged on the
order. Evelyn owes 7.55% Kansas state and local use tax
in effect in Goodland on the total cost of the china (purchase
price plus shipping and handling).

o)

While on vacation in Colorado, Don buys a
a:ample@ | camera for $300 plus 6% Colorado sales
LA tax. Upon returning to his home in Topeka,
— Kansas, Don owes Kansas use tax of
1.45% or $4.35 (7.45% - 6% = 1.45% X $300 = $4.35).
Had he bought the camera in an area of Colorado where the
sales tax is 7.5%, Kansas use tax would not be due since
the state and local tax rate paid in the other state is equal
to or greater than the state and local rate in Abilene, Kansas.

example @ |

While visiting his sister in Pennsylvania,
Fred buys a pair of pants, a shirt, and golf
shoes. Although Pennsylvania has a state
sales tax of 6%, most items of clothing are
not subject to sales tax in Pennsylvania. As an Olathe,
Kansas resident, Fred owes 7.525% state and local Kansas
Consumers’ Compensating Use Tax on these items since
they would have been subject to sales tax had they been
purchased in Kansas.

NOTE: Individuals may choose to pay their Consumers’ Use Tax
on the Kansas Individual Income Tax Return, Form K-40. To obtain
forms contact our office (see front cover) or visit our web site at
www.ksrevenue.org.

32

HOW TO REPORT and PAY \i‘\ o
e R
CONSUMERS’ USE TAX /‘:f =

One-Time Purchase

To report and pay use tax on a onetime out-of-state
purchase similar to the previous business examples, you
need only to complete a Consumers’ Compensating Use
Tax Return, Form CT-10U. Complete the use tax return and
pay the tax due within 30 days of the purchase. You may
request a blank return from our office, or by calling the
department at (785) 368-8222.

Enter your name and address information on the return.
Write “One-Time Purchase” to the right of your name and
address in the box. Since you are reporting tax on a single
purchase, and are not registered with the department to
report Consumer’s Compensating Use Tax, enter your Social
Security number in the “Tax account number” box. Follow
the example on the next page to complete the financial
information.

Periodic Purchases — Permanent Registration

Businesses who make several purchases during the year
of merchandise, supplies, tools, and equipment from out-of-
state retailers should register with the Kansas Department
of Revenue to periodically report and pay this tax. To obtain
a Consumers’ Compensating Use tax reporting number,
complete the Business Tax Application, Form CR-16. This
form is available from our office, our forms request line, or
our web site. If you are already registered for sales tax,
check the “Registration of Additional Tax Types” in Part 1 of
the application.

Once your application is processed, the department will
assign the use tax reporting number. Aconsumer’s use tax
reporting number follows the same general format as a sales
tax number (discussed on page 11), except that the tax-
type prefix for Consumer’'s Compensating Use tax is “006.”
See the following examples:

006-482345678F-01
006-K12345678F-01
006-A12345678F-01

Like sales tax, how often you will report and pay your
use tax (monthly, quarterly, or annually) depends on an
estimate of the annual amount of use tax due entered on
the application, according to the chart on page 20. Paperless
filing and payment options are also available through our
electronic services web site at www.webtax.org.



SAMPLE COMPLETED CONSUMERS’ COMPENSATING USE TAX RETURN, FORM CT-10U

STEP1

STEP2

STEP3
SIEP4

John Diamond owns a jewelry store in Liberal, Kansas. In July he ordered display cases from Tulsa shipped to
his Liberal address; no sales tax was charged on the invoice amount of $1,575 plus $80 shipping. On a buying
trip to Colorado in September, he purchased a new computer printer for $450 plus 6% Colorado state and local
sales tax. Had Mr. Diamond made similar purchases for other store locations in Garden City and Ulysses, he

would report them according to each of those jurisdictions. NOTE: The sales tax rate in this example is for
illustration purposes only and may not be accurate.

Complete Part Il on the back of Form CT-10U
(shown below). Using the jurisdiction code book,
Publication KS-1700, enter the jurisdiction name
in the taxing jurisdiction column, its 5-letter code
in column 1, and its combined rate in column 3.
For example: Liberal/Seward, LIBSW. The
combined rate for Liberal in column 3 is 7.95%.

Enter in column 2 the total cost of out-of-state
purchases subject to Kansas use tax (non-
inventory items on which the tax paid is less than
the rate for your area).

Display cases from Tulsa $1,655
Printer from Denver __$450
Total purchases $2,105

Multiply the amount in column 2 by the Liberal, use
tax rate of 7.3% (.073) already entered in column
3. Enter the result in column 4.

$2,105 X .0795 = $167.35

Enter in column 5 the amount of state and local
sales tax paid to another state on purchases
entered in column 2. On the printer purchased in
Colorado for $450, Mr. Diamond paid a Colorado
state and local sales tax of 6%.

$450 X .06 = $27.00

Subtract column 5 from column 4 and enter the
result on column 6.

$167.35 - $27.00 = $140.35

Complete Steps 1-5 for other jurisdictions (no others in
this example). Enter the total tax on 9 of Part Il.

Complete Part | (page 34). Enter the total tax due
STEP 6 from line 9 of Part Il on line 1. If the return is timely,

enter this amount again on lines 4, 6 and 9, and
sign the return. If your filing frequency is “prepaid
monthly,” complete lines 2 and 3 and prepayment
boxes on the voucher (CT-10UV).

Complete the voucher, Form CT-10UV, entering

STEP1 the amount from line 9 again in the “Amount of
Payment” boxes. Make your check payable to
“Kansas Consumers’ Compensating Use Tax.”
Write your tax account number (or Social Security
number if you do not have a permanent reporting
number) and filing period on your check. Keep a
photocopy for your records and mail the original
return and payment to:

Sales & Excise Tax
Kansas Department of Revenue
915 SW Harrison St.
Topeka, KS 66625-5000

CT-10U Part i Kansas Consumers’
eu. 7 5) Compensating Use 432103 -
o Tax Return

Erzhess Hame

G 1E] oo i

JOHN DIAMOND
Ta AoV I N eT Em Perked Beghn by Dak | 07 o1 a7
006-123456759F01 123456759 Pe ol Encllig Dat: | 09 30 a7
i - (1 (2 (3] (4 )] 3]
Taxing Jurizdiction Code Total Taxakie Combined Met Tax TaxPaidin Tax Due
City W ounty Tax Rate % Anather State
tiberd/Sew ard LIBSW Z105 00 795% Ted 35 7. 00 140 3%
\/k
7. Total Tax Due (Part 1. 150 . 35
Total Mumber of supplemental
. pages included with this return. 8. Sum of additional Part Il supplemental pages.
9. Total Tax (Add lines 7 and 8. Enter result here and on line 1, Part 1), T4 35
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CT-10U

Kansas Consumers’ FOR OFFICE USE ONL

Compensating Use

432003
Tax Return |:| |:| | | | | | | | -
Buzlie sz Hame
JOHN DIAMOND
Wallivg Addiess Tar fcconrtimier (00612345673 9F01
EN (123456759
120 W MAIN o pak | 10-25-07
ey Tk T Codk
LIEERAL Ks 63001 Tar pertod UL oo Ll
Peticed Beglrrig Dak av o1 o7
Eﬂilg?ness | | | | | | Amend ed [I Ad ditie nal I:I Hame or I:I Perlod Erdirg Dk ns 30 o
Closad Retum Retum Addres= Change
Part |
CTotal Tax(From Pat I INe 9. 126 &7
. Egimated TaxDue ForMext Morth (See instrudtions) .. ... ... .. ... ... ...
. Egtimated TaxPaid Last Month (See instructions) ... ... o L .
i . 176 &7
. Total Tax (Add line=s1 and 2, and subtract line 30 ... . . ... [E o=k
CCredit Memo (Seeingructions) . ... .
. Subtotal (Subtract IRe S Fom IRE 40 .. oo 126 &7
PEmaly .
L= .
Total Amount Due (Add nes B, 7 and ). ..o 126 &7
| certifythis retum is come o,
Sighature j'?':wfsﬁ Tiauzand
Do Hat Detach This Voucher
CT 1 OUV Kans as Consumers’ FOR 0 FFICE USE ONLY
= Compensating Use |:| |:| | | | | | | | .
Tax Voucher
Bu:lesz Name Taw fccounl Mumber | O0E123456789F01
JOHN DIAMOND En | 123456739
buebak | 10-25-07
Mallllg Aikle g
Tatr Perlod MM oo ke
120 N MATN Perlod Begrinirg D ak o7 a1 o7
Tl Sok, IpCok Period Endirg Dalk o9 30 a7
LIBERAL K5 e3001 Amcanltom e 2, sho 0,00
e e e 126 .67
U 1z]élé]7
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RETAILERS’ COMPENSATING USE TAX

The Kansas retailers’ compensating use tax is collected
by retailers in other states that sell tangible personal property
to Kansas consumers. Out-of-state retailers are required
to register and collect the Retailers’ Compensating Use
tax from their Kansas customers if they have
established a physical presence or “nexus” in Kansas.

What is Nexus?

Nexus is defined as a “means of connection” or a “link.”
What constitutes nexus varies from situation to situation.
However some of the areas the department looks for are:

e Business location in Kansas, including an office.

e The presence in Kansas of sales or service
representatives.

e Operation of mobile stores in Kansas (example:
trucks with a driver salesperson).

e Stocking inventory in a Kansas warehouse or on
consignment.

e Providing tangible personal property for lease or
rental in Kansas.

e Delivering merchandise to Kansas customers using
company vehicles or contract carriers, other than
interstate common carriers.

e Providing or contracting for installation, construction,
repair, or other services in Kansas (such as
maintenance contracts — a Retailers’ Sales tax
registration is required).

If you are a retailer in another state, and any of the above
describes your business activity in Kansas or the activities
of your agents, you are required to register and collect the
appropriate state and local Retailers’ Sales or Compensating

Use tax from your Kansas customers.
computer is shipped to him from the

e:ample@ |
retailer’s warehouse in St. Louis. The

Wisconsin retailer also maintains a retail outlet in Kansas.
This out-of-state retailer is required to register with the
Kansas Department of Revenue to collect the state and
local Kansas Retailers’ Compensating Use Tax in effect in
Wichita.

A Wichita, KS resident orders a personal
computer from a Wisconsin retailer; the

A Hays, KS resident orders furniture from a
ecample@ | Nebraska retailer. The retailer delivers the

furniture to her home in Kansas using its
bl L

own delivery truck. This Nebraska retailer
is required to register with the Kansas Department of
Revenue to collect the state and local Kansas Retailers’
Compensating Use tax in effect for the city of Hays, since
the delivery of the furniture into Kansas with a company
vehicle has established nexus.
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Application of Local Use Tax

Local use tax applies to all sales of tangible personal
property that are subject to the retailers’ compensating use
tax, according to the same “sourcing rules” used for retailers’
sales and consumers’ compensating use taxes that are
discussed on page 14. The local tax that will apply is based
on the destination of the goods, most generally identified
by the delivery address of the customer, as illustrated by
the two previous examples.

Establishing Nexus in Another State

If you are a Kansas retailer, and any of the “nexus”
activities in the opposite column describe your business in
another state, contact that state to register to collect the
sales or use tax from your customers in those states. (For
more information on registering in another state, see Midwest
Border States Compact herein.)

If you do not have a physical presence (nexus) in Kansas,
you are not required to collect and remit the Kansas
Retailers’ Compensating Use tax. Your Kansas customers
will owe the state and local Consumers’ Compensating Use
tax direct to the department on purchases from your
company. However, as a convenience to your Kansas
customers, it is beneficial to register voluntarily.

A Kansas resident orders food products from
ecample@ | a California retailer’'s web site. Delivery is
L by common carrier (U.S. Post Office,
— FedEXx, UPS, or freightline). Although the
California food products retailer may register with the Kansas
Department of Revenue to collect Kansas Retailers’
Compensating Use tax as a convenience to its Kansas
customers, the California retailer is not legally required to
do so because it does not have a physical presence in
Kansas.

Registration and Filing Frequency

The registration procedure for Retailers’ Compensating
Use Tax is the same as for sales tax. Obtain our Publication
KS-1216, Kansas Business Tax Application, and complete
Form CR-16. Once your application is processed, you are
assigned a Retailers’ Compensating Use tax account
number following same format as the sales and consumers’
use tax numbers previously discussed; the tax type prefix
for Retailers Compensating Use tax is “005:”

005-331234567F-01
005-K12345678F-01
005-A12345678F-01

Your filing frequency for Retailers’ Compensating Use
Tax is based on the annual amount of Kansas tax collections
according to the chart on page 20. Electronic filing and
payment options are available for this tax as well. Visit our
electronic commerce web site at www.webtax.org for
details.



RECIPROCAL DISCOUNTS

In order to effectively administer and enforce use tax law
and collect the use tax due, Kansas law allows the Secretary
of Revenue to enter into reciprocal agreements with the tax
departments of other states. The Kansas Department of
Revenue currently has reciprocal agreements with three of
its bordering states — Missouri, Nebraska and Oklahoma.
Effective for returns filed on or after July 1, 2009, no service
fee will be allowed for Colorado retailers. The reciprocal
agreement provides discounts to offset the cost of collecting
and reporting another state’s tax. Retailers in these states

that collect the Kansas Retailers’ Compensating Use tax
are eligible to receive a discount on the tax collected.
Likewise, Kansas retailers who are registered in these states
are allowed the same discount for collecting that state’s
use tax. Discounts are only allowed on timely filed returns.
If the return is late, the discount is not allowed, and late
charges are added to the full amount of the tax due.

The Kansas discounts currently in effect are:

Missouri ......... 3% discount
Nebraska ....... 3% discount
Oklahoma ...... 2.25% (total discount limited to $3,300)

SAMPLE COMPLETED RETAILERS’ COMPENSATING USE TAX RETURN, FORM CT-9U

A Retailers’ Compensating Use tax return is completed using many of the same steps as the Retailers’ Sales Tax Return,
Form ST-36; the major difference is the application of reciprocal discounts. This example illustrates completion of the return for
an out-of-state retailer that qualifies for a reciprocal discount because of its location in Missouri. NOTE: The sales tax ratesin
this example are for illustration purposes only and may not be accurate.

o)

KANSAS GROSS SALES
Wichita $2,000.00
Andover $1,000.00
Dodge City $1,000.00
Kiowa $1,000.00
De Soto - JO Co. $1,000.00
De Soto - LV Co. $1,000.00
Barton Co. $2,000.00
Sedgwick Co. $3,254.75
Butler Co. $1,000.00

ZZ Catalog Company in St. Louis, Missouri has a retail store in Overland Park. In addition to its Retailers’ Sales
tax registration in Overland Park, the company is registered to collect the state and local Kansas Retailers’
Compensating Use tax on catalog sales to its Kansas customers. A breakdown of its Kansas catalog sales in
August by Kansas tax jurisdiction is shown below:

DEDUCTIONS (Sales for Resale)

$200.00
$150.00
$100.00
$100.00
$150.00
$150.00
$400.00
$500.00
$412.00

Complete Part Ill (page 37). Complete Columns
1-8 for each jurisdiction. For example, Wichita:

Wichita/Sedgwick
WICSG

STEP1

Taxing Jurisdiction:
Code (column 1)

Kansas Gross Sales (column 2) $2,000.00
Less Deductions (column 3) 200.00
Net Sales 1,800.00
Combined Tax Rate (column 4) X .063
Tax before discount (column 5) 113.40
State Code for discount (column 6) MO

Less 3% MO discount (column 7) (3.40)
Net Tax due (column 8) $ 110.00

Repeat the calculations in Step 1 for each of the
jurisdictions to which deliveries were made for
the filing period. Enter the total tax due for all
jurisdictions, 757.44, on line 11 of Part lIl.

SIEP2
STEP3

Complete Part I. For most retailers this just
involves entering the tax due amount from line 9
of Part Ill, $757.44, on lines 1, 4, 6 and 9 of Part .
(Prepaid monthly filers must complete lines 2 and
3 - see Step 11.
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Complete Part Il. Record the deductions for non-
taxed sales for the period by category of deduction.
The total deductions, Line L of Part Il, should equal
the total deductions reported in “Column 3
Deductions” in Part IlI of the return.

STEPd

In this example, all the deductions, totaling
$2,162.00, were sales to other retailers for resale,
entered on Line A and again on Line L.

Complete Payment Voucher, Form CT-9QUV. Enter
the tax due amount in the payment amount boxes,
and make your check payable to “Kansas
Retailers’ Use Tax.” Write your account number
and filing period on your check. Keep a photocopy
for your records and mail the original return and
payment to:

SIEPY

Sales & Excise Tax
Kansas Department of Revenue
915 SW Harrison St.
Topeka, KS 66625-5000



Kansas

CT'9U Part lli Retailers' Compensating 430203 .
Use Tax Return
Erzlhess Hame mM oo .
Za CATALOE
Tan Accon it Nimber EIN Period Beghilig Dak o8 o1 09
0051234567809 F01 123456789 Perbel Excliig DAk | 09 31 o9
States, State Codes and Discount Rates. (State codes mustbe entered in Column 6 to receive the discoumnt)
Wlissour (MO = 3.00% Oklahoma (OK) = 2.28% (total discount limited to $3,300)
rebraska (NE) = 3.00%
(1 (21 ) 4 5] ] Lo =]
Taxing Juridiction Code Kansas [ e ductiors Tax | Met Tax Before | State Dizcount Met Tax

City/C ounty Gross Sales R ate% Discount Code Amount
Wichita,

Scadgwﬁck W iC S Z,000. 00 20000 | &63% [321.40 | MO 340 110.00
Andover,

Butler AMDEL 1.000. 00 150.00 | 705% 27.73 | MO I. &0 2813
Dodge Cif}.r,."'

Fovrd DODED 1.000.00 100.00 | 745% &F.0% | MO Z.07 &3. 0
Kiowa/Darber |KIORA 1.000.00 To0.00 | 13% &2. 70| MO 1.77 &3 13
DeSotof

Aohnson DES D 1.000.00 1Z0.00 | 815% &7. 28 | MO Z.08 &7. 20
DeSotof

Leaverwaorth| DESLLY 1.000.00 120.00 | B02% aé. 43 [ MO Z2.07 &5 .34
Barfon Co. BATCO Z.000.00 H00. 00 | 655 104 .80 | MO 314 107 .66
Sedgwick Lo, SEDND s ] 0000 | 73% zZo0 30 | Mo & 03 17%. 07
Butler Co. BT 1.000.00 g1z2.-00 | 53% 308 | MO 73 30.23

9. Tatal Met Tao (P art 1) 157
Total Mumber of supplemental
. pages included with this return. 10, Sum of additional Part Il supplemental pages.
11. Total Tax(&dd ines9and 10. Enter result here and on line 1, Part 1. ST
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CT'9U Retailersif?zr:-s;:ensating

F R OFFECE UZE §

HLY

Use Tax Retumn D D HEEER 430103 |
Basliess Mame Ta acconntiamber | 0051234567839 01
27 CATALOG en | 123456780
Mallig Ak ress pe sk | 0O9-25-00
PO BOX 399 Tan Fertod hith oo v
Ty EENE Perlcd gy Dak 08 01 o9
DENVER (e} 21071 Ferdod Er g Dak as 31 a9
EE@&ES | | | | | | | ﬁl‘;n;?"d' N I:I &gﬂw‘snal I:I g.sg??ﬁosrChange I:I
Part |
1. Tatal Tax DueFram Park L .. oo 757, & 1
2. Estimated Tax Due for Mext Manth (See instructions) . .. ... o o0 0oL 2
3. Estimated Tax Paid Last Month (Seeingrudtions). ... ... oo 0 L . 3
4, Total Taxiadd linez 1 and 2, and subtractline 20, . .. ... . ... .. . L T57. 44 4
5. Credit Memo (See instrudions). ... ... ]
E. Subtotal (Subtrac line S from line d) ..o 757t |G
FoPemalty. e T
L = = . g
9. Total &mourt Due (Add lines 6, Fand 8. ... . 757 . & ]
Part Il Deductions
A Salestootherretailersforresale .. ... o . L 2lez.00 |A
B. Retumed goods, discourts, alowances andtrade-ins ... ... .. oo o B
C. Salesto U.S govemmert, state of Kansas, and Kansas political subdivisions. ... .. C
0. Sales ofingredient or componert parts of tangible personal property produced . . .. D
E. Sales of tems consumed inthe production of tangible personal propery ... E
F. Salesto nonproft hospitals or nonproft blood, tissue or organ banks ... ... ... F
G, Sales to nonproft education ingtitutions ... G
H. Salesto gqualifying sales tax exem pt religious and nonproft organizstions .. ... .. .. H
. Salesof farm equipment and machinery .. ... .. ... . |
J. Sales of manufaduring machinery and equipment ... ... L oL J
K. Other allowehble dedudtions . .. ... .. . k.
. L. Total dedudtions . .. ... 2162, 00 |L
12 MWy thE T8 10N K COrRCL
Signature __~feakew (Zolley
Do Hot Detach This Voucher
Kansas ——
CT-Q UV Retailers' Compensating ronRrrER e B
Use Tax Voucher I LTI T
BIZhEST Hame Tar fcconwtHmmber | O05123 45673 9F01
BN | 123456789
Z2 CATALOZ b st | 00-75-00
Mallllg Belcre gz
Tat Perlod (] oo WY
PO BOX 388 Periacl Begl kg Dak oa 01 [mje]
Chy ohe,Zp Code Perksl Exdhg Dak oa a1 o9
DENVER co 81071 Amovetiom e 2 . a0
SIbtact e 2 mmgl:: ::Iﬂlél 757 44
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MIDWEST BORDER STATES COMPACT

The Midwest Border States Compact is composed of these
eight states:

lllinois Missouri

lowa Nebraska
Kansas North Dakota
Minnesota South Dakota

These states have been working together to eliminate
unfair competition and increase compliance by informing
consumers about their use tax duties, and seeking voluntary
registration from out-of-state businesses. State governments
are becoming more aggressive in searching out taxpayers
that may owe outstanding tax liabilities. These states
exchange information and cooperate in enforcement efforts.

In recent years, the number of companies engaging in
multistate commerce has multiplied, yet many of these
companies are not registered and are not paying taxes to
states in which they do business. Millions of dollars in state
tax revenues are lost when goods are purchased from out-
of-state merchants not collecting and remitting use tax.

In order to protect you and your customers, the Midwest
Border States suggests that you voluntarily register to collect
sales or use tax.

WHy SHouLD | REGISTER IN ANOTHER STATE?

If you have a business presence or “nexus” (see page
35) for tax purposes in another state, or are performing
taxable services, installation, construction or repairs in
another state, you may be required by law to register in
that state.

Even if you do not have nexus, your registration will prevent
the inconvenience of having your customers contacted
directly by state tax authorities seeking to collect use tax.
Consumers are responsible for remitting use tax on
purchases bought from unregistered out-of-state vendors.
The states have authority to bill consumers for the unpaid
use tax plus penalty and interest.

If you have no sales in a state, you do not need to register
in that state. However, once you begin making sales to
customers in another state you need to apply for a license
if you have established nexus within that state.

REGISTERING INANOTHER STATE

Contact the following state agencies for forms and
assistance in complying with their sales and use tax
registration and filing requirements.
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lowa Department of Revenue and Finance
Taxpayer Services Section
P. O. Box 10457
Des Moines, IA 50306-0457
(515) 281-3114
www.state.ia.us/tax

Illinois Department of Revenue
Central Registration Division
P. O. Box 19030
Springfield, IL 62794-9030
(217) 785-3707
www.revenue.state.il.us

Minnesota Department of Revenue
Sales Tax Division — Policy Service
St. Paul, MN 55146-6330
(651) 282-5225
www.taxes.state.mn.us

Missouri Department of Revenue
Taxpayer Services Bureau
P. O. Box 3300
Jefferson City, MO 65105-3300
(573) 751-5860
www.dor.state.mo.us

Nebraska Department of Revenue
Taxpayer Assistance Bureau
P. O. Box 94818
Lincoln, NE 68509-4818
(402) 471-5729
www.revenue.state.ne.us

North Dakota Office of the State Commissioner
State Capitol
600 E. Boulevard Ave.
Bismarck, ND 58505-0599
(701) 328-3470
www.NDtaxdepartment.com

South Dakota Department of Revenue
445 E. Capitol
Pierre, SD 57501-3100
(605) 773-5141 or (800) 829-9188
www.state.SD.us/drr.

Will registration automatically subject me to other
M~ taxes?

No. However, if you should have been paying other taxes,
you will still be expected to pay those taxes.

7. Will registration automatically subject me to past
use taxes?

No. Registration alone does not subject you to liability for
failure to collect past sales or use taxes. Liability depends
on whether or not you had nexus with the state in question
prior to registration and the laws and policies of each state.



ADDITIONAL
INFORMATION

THE INFORMATION IN THIS CHAPTER APPLIES TO BOTH SALES
AND Use TAax ACCOUNTS.

IMPORTANT REMINDERS

No Tax Returns

You must file a return for each reporting period (prepaid
monthly, monthly, quarterly, or annually) even if no sales
or taxable purchases were made during the period. If
you have received a return from the department, you must
return it. Failure to file a return will result in a notice from
the department causing you additional time and effort.

James has a woodworking hobby and reports
example @ | his sales tax quarterly. Due to anillness, he
LA did not make any retail sales during the 2nd
— quarter. He must still file a 2nd quarter return.
James will just enter “0” on the Gross Sales and Tax Due
lines of his return.

TeleFile & WebFile: As an added convenience for
businesses, the department offers TeleFile for sales and
use taxes and WebFile for sales, use, and withholding taxes.
It's the quickest way to file the required return when you do
not have sales, purchases, or withholding to report for the
filing period. Call 1-800-525-3901 for additional information.

Payments to the Department

To ensure proper credit to your account, be sure that all
your tax payments are clearly identified with your business
name, your tax account number and the filing period. All
tax payments should also be accompanied by either a tax
return, payment voucher, or billing document.

Corresponding with the Department

Please include the following on all letters to the
Kansas Department of Revenue:

Your business name and address,

Your sales or use tax account number,

The owner's name or contact person, and

A telephone number where the owner/contact may
be reached during normal business hours.

Please allow four to six weeks for a reply and/or
resolution of a problem.
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REPORTING
BUSINESS CHANGES

When changes occur in your business, promptly notify
the Kansas Department of Revenue. You may use the sales
or use tax return itself, or contact our office by phone or fax.
For faster service, please have your tax account number
available when calling our office.

Change of Business Name and/or Mailing Address

Below the name and address information on all returns is
a box to indicate a change of business name or address.
Please mark an “X” in the box and make the changes beside
the printed information. You may also report changes to us
by phone or fax. Additionally, changes can be made on
Form DO-5 for any of the business taxes. Form DO-5 is
available on the KDOR web site.

Adding a Business Location

When you are expanding your business by adding
location(s), it is not necessary to complete a new business
tax application, Form CR-16. Instead, complete Schedule
CR-17, Registration Schedule for Additional Business
Locations, to register each additional location to update your
current customer profile. This form is available from our web
site or office. You will report all sales for the new or additional
location(s) under your current sales tax account number
using Form ST-36.

Change of Business Location

When you move your business from one local taxing
jurisdiction to another, the department must adjust its records
so that the appropriate county and/or city is credited the
sales tax. Please provide the following information about
your new business location when calling to report the change:

e Exact physical address and zip code
e City and county

¢ |f the new location is inside the city limits of an
incorporated city

e Effective date of relocation

Change of Partners

If less than 50% of the ownership (measured by interests
in capital and profits) of a partnership changes, complete
Form CR-18, Ownership Change Form, available from our
web site. As an alternative, you may also mail or fax a new
list of partners to our office. Include the full name, address,
telephone and Social Security number of each partner, the
tax account numbers and the effective date of the change.



A partnership must apply for a new registration when
50% or more of the ownership changes hands within a
12-month period, or the partnership is dissolved and a new
one is started. Follow the “Change of Business Ownership”
instructions below.

Change of Business Ownership

When the ownership of the business changes, a new
registration is usually required. Examples of ownership
changes that require a new registration are:

e anindividual ownership to a partnership or
corporation,

e partnership to a corporation or sole
proprietorship,

e one corporation to another corporation, or

e any change in corporate structure that requires
a new charter, certificate of authority, or new
federal EIN.

If you must apply for a new registration number, you will
also need to cancel your old registration, following the
procedure below.

Canceling Your Registration

You must cancel your Kansas sales and/or compensating
use tax registration if you:

o sell or close the business
¢ change the ownership structure of the business

To cancel your registration, complete the “Discontinuation
of Business” section at the bottom of your Certificate of
Registration and send it to us by mail or fax. On your final
tax return, enter the last date your business was in operation
in the “Business Discontinued Effective” boxes.

Change of Corporate Officers or Directors

When there is a change in your corporate officers or
directors, complete and return Form CR-18, Ownership and
Signature Form, and also provide the name(s) and title(s) of
the resigning officer(s) or director(s). If you prefer you may
mail or fax us a letter on your corporate letterhead listing
the name, title, home address and Social Security number
of each new corporate officer or director, the name and title
of each officer of director resigning, and the effective date of
the change. A copy of the corporate minutes is also helpful,
but is not required.

Changing Your Filing Frequency

Once a filing frequency has been established for a
calendar year, do not increase or decrease the filing
frequency of your sales or compensating use tax returns.
Returns are furnished only for the filing frequency
established, and filing less frequently will cause non-filer
bills to be printed.
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Each year the Kansas Department of Revenue reviews
the reporting history of each Kansas retailer to insure the
retailer’s filing frequency is in accordance with the statutory
guidelines illustrated by the chart on page 20. This is done
late in the calendar year so that any change necessary will
take effect January 1 of the upcoming year. A notice of filing
status change is maile d to the affected retailers in November.

However, we realize errors can occur in assigning a filing
frequency to new businesses, or a business can change
extensively over a calendar year, causing the returns to be
due either too often or not often enough. If you believe your
filing frequency is out of line with the chart on page 20, call
us to request that it be changed.

CORRECTING ARETURN

Effective June 15, 2009 no refund or credit shall be
allwed by the director after one year from the due date of
the return for the reporting period as provided by K.S.A 79-
3609(b).

If you discover you have made an error on a return, you
can correct the mistake by filing an amended or corrected
return. Generally, you have one year from the date you filed
the original return to file an amended return for that period.
Some common errors to correct by filing an amended return
are:

— tax was included in the gross sales figure
used to calculate your tax liability;

— mistakes in math or accounting caused an
error in reporting the gross sales or taxable
purchases for a period;

— tax was charged on items in error, or
deductions for nontaxable and exempt items
were not taken.

To correct errors on previously-filed returns, file an
amended return for each affected period using the six steps
that follow.

1) Obtain an original blank tax return(s) from the
department for each period to be amended.

2) Complete all the information that is normally
preprinted on the return — name, address, tax
account number and filing period.

3) Mark“X”inthe “Amended Return” box located below
the name/address area of the return.

4) Complete the return as it should have been.
5) Signthe return(s).

6) Write a short letter of explanation for the
amendment(s). Include your tax number and
daytime telephone number in the letter.



Amending Electronically

Retailers who file their sales tax returns on line may
also amend their returns using the WebFile program. The
same is also true for those using the TeleFile system. To
amend a previously-filed return you must first select the
“amended” (or “additional”) return option, rather than the
“original” return option. When you are filing an “amended”
return, you will be asked to enter the total amount previously
paid for the filing period as a credit (i.e. line 6 of the TeleFile
worksheet.)

Amended vs. Additional Returns

In addition to amending returns, retailers have the option
to file an “additional” return (an addition to an originally filed
return) for any filing period. An “additional” return adds to
what has already been reported on the “original” return. For
example, if a retailer files an “original” return reporting $100
and then files an “additional” return for the same reporting
period for $50, the department will understand the total tax
for the period to be $150.

An “amended” return erases everything that was reported
on the “original” return and substitutes the new information
contained on the “amended” return. For example, if a retailer
files an “amended” return reporting $150 when the “original”
return reported $100, the department will understand the
total tax for the period to be $150.

Once you have completed the corrected returns, you
will have either an overpayment (credit) or an underpayment
(additional tax is due).

Overpayments and Credit Memos

The amount of overpayment or credit shown on your
amended return(s) may NOT be used on your return until
the credit has been verified and accepted by the Department
of Revenue. When accepted, a credit memorandum is
issued. (If the credit cannot be used in a reasonable length
of time, the credit will be refunded to you.)

Once you have received a credit memo, use the credit on
your next tax return by entering the credit amount on the
line provided for it on your return. A copy of the credit memo
must also accompany any return on which a credit is used.

While preparing her April sales tax return,
gamge® | Sally discovered that she failed to include
LA/ her deduction for “Resale Sales” on the
—— March return. She filed an amended return
for March, showing an overpayment of $132. In June she
received a credit memorandum from the department for $132.
She use this credit on the June return filed in July, and
enclosed a copy of the credit memo with the return.
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Underpayments

Payment of any additional tax shown on an amended
return must be made when the return is filed. Late charges
are added to any underpayment after the original due date,
according to the penalty and interest rules outlined herein.

OBTAINING ASALES TAXREFUND

If, as the final consumer, you discover that you have paid
tax on an item or service that qualifies for an exemption, you
may request a refund of the sales tax paid. You should first
request a sales tax refund or credit from your vendor in writing,
providing the information necessary to validate your request
for refund, such as a completed exemption certificate. The
seller is allowed 60 days to respond. (K.S.A. 79-3650(b)).

However, when a vendor refuses to refund the tax, or is
no longer in business, you may apply directly to the Kansas
Department of Revenue for your refund. Use Form ST-21,
available from our office, forms request line, or web site.
You must include proof that you paid both the invoice and
the sales tax, the completed exemption certificate, and
evidence that a refund was NOT received from the vendor.
Please allow four to six weeks for a reply and/or refund.

WHEN RETURNS ARE LATE

Sales and Retailers’ Compensating Use tax are often
referred to as “trust fund” taxes. As a registered retailer
you collect the tax from your customers and then hold it in
“trust” until it is remitted to the Kansas Department of
Revenue. These consumer-paid taxes are not an expense
of your business.

However, when the returns are late, the penalty and interest
(late charges) are a business debt that decreases your profit
margin. Penalty and interest are figured as a percentage of
the tax due. Returns filed on time without payment of the tax
due have the same penalties as returns filed late.

If you are filing a return after the due date, use the rates
that follow to calculate the penalty and interest to include
on the return. The TeleFile and WebFile filing systems
automatically calculate any late charges due.

Penalty

The penalty on a late sales or use tax paymentis 1% for
each month or portion thereof that the payment is late, up
to a maximum of 24%.

A January 2008 sales tax return (due
example @ | February 25, 2008) upon which $400 tax is

due, is not paid until July 28, 2008. The
% penalty is six percent (6%) of the unpaid
tax or $24 (6 months X 1% X $400 = $24). The interest
calculation for this example appears on the next page.



For tax periods ending before December 31, 2001, the
penalty is 10% of the tax due when the tax is paid late but
within six (6) months of the due date, and twenty-five percent
(25%) of the tax due when the tax is paid over six (6) months
after the due date.

» A 50% penalty may be assessed when, with
fraudulent intent, a taxpayer fails to pay any tax, or
make, render or sign any return, or to supply any
information within the time required by law.

Interest

In addition to the late penalty, interest is charged for each
month, or fraction thereof, the return is not filed or paid.
Since 1998 the annual percentage rate (APR) for interest
has been has been tied to a federal underpayment rate, and
is therefore subject to change each calendar year. The rates
for past years are listed here.

Tax Year Monthly Rate APR
2010 0.417% 5%
2009 0.500% 6%
2008 0.750% 9%
2007 0.750% 9%
2006 0.583% 7%
2005 0.417% 5%
2004 0.500% 6%
2003 0.583% 7%
2002 0.667% 8%
2001 0.833% 10%
2000 0.750% 9%
1999 0.750% 9%
1998 0.833% 10%

The rate for future years will be available from the
department’s office and web site.

The interest on the January 2008 sales tax
gamp|e® | return of $400 not paid until July 28, 2008

(penalty example, opposite page) is
% calculated as follows. Six months X 2008
interest rate of .750% (.0075) X $400 tax due = the interest
due of $18.00.

Returned Check Fee

A fee of $30 (plus postage costs for a registered letter) is
charged on all returned checks. This fee is in addition to
any other penalty or interest.

Waiver of Penalty

If your return is late due to an event beyond your control,
you may request a waiver of the penalty. Simply write a
letter giving the specific circumstance(s) that caused the
delinquency and request that the penalty be abated. Be
sure to include in your letter your tax account number, the
filing period, and a telephone number where you may be
reached during normal business hours. Send your request
with the billing that you received for the late charges.
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m" IMPORTANT: The interest due must be paid before
a request for waiver of penalty may be considered
or approved. Interestis not subject to waiver.

Every retailer is liable to the state of Kansas for payment
of the sales or compensating use tax collected from its
customers. You are personally liable for any unpaid sales
or use tax balance regardless of your business structure
(sole proprietorship, partnership, corporation, or limited
liability company). Corporate officers and directors of a
corporation, like sole proprietors and partners, are personally
liable for the sales and use tax due during the period they
hold office.

PERSONAL LIABILITY
FOR UNPAID TAXES

Should a business fail to pay its taxes, any individual
who is responsible for collection or payment of sales or
compensating tax, or who is responsible for control, receipt,
custody, or disposal of sales and use tax funds due the
state of Kansas may be held personally liable for any unpaid
tax, penalty, and/or interest.

Buying a Business — The Bulk Sales Law

If you are buying an existing business, make sure you
receive documentation from the current owner that all
applicable taxes have been reported and paid through the
date of transfer. When you buy the total assets of a business,
you are also buying its liabilities. Therefore, if the previous
owner has not paid all applicable taxes, you, as the new
owner, become responsible for payment of these debts.

ABOUT OUR BILLING PROCESS

The majority of the billing functions of the Kansas
Department of Revenue are computerized. A bill is
automatically generated when our system detects a
deficiency or change in status on your account. A deficiency
may be a balance due or a missing return; a change in
status is generally resolution of a previously disputed amount.

You will, therefore, receive a bill even when your account
balance is zero. This is because a review of your account
indicates we have not received a sales or use tax return for
one or more reporting periods. The account summary that
accompanies the bill shows all deficient periods. If areturn
is missing, a “Y” appears in the column marked “Returns to
be Filed” for that period.

Itis imperative that you respond immediately to any
bill or correspondence from the department. Follow
the instructions on the mailing. Return the cover letter or
the tear-off remittance document with your return(s) and
payment of the balance due in the return envelope provided.



If you have already paid the balance or filed the missing
periods, send this information to us so we may correct our
records.

If you have questions about the billing, call the telephone
number at the top of the bill. For prompt account inquiries,
please have your tax account number and bill handy. The
customer representatives in our office may also assist you
in understanding and responding to a bill or other
departmental correspondence.

BOND REQUIREMENTS

There is no fee for a sales tax or use tax number. However,
the department may require you to post a bond to guarantee
payment of the Retailers’ Sales or Retailers’ Compensating
Use taxes that you collect. Bonds are not requested for
Consumers’ Compensating Use tax accounts. Bonds are
also required for liquor tax registrations.

When required, the amount of the bond is set by the
Director of Taxation. As a general rule the bond is equal to
six months’ estimated tax liability.

Exception: Nonresident contractors must post a bond
if the contract is over $10,000. The bond is 8% of the total
contract price or $1,000, whichever is greater. If working
under a Project Exemption, the required bond amount is
4% of the total contract price or $1,000, whichever is greater.

You may post a bond in one of the three ways.

Cash bond. The full amount of the bond is deposited in
certified funds with the department. It is held by the
department until released or the business closes. Interest
is not paid on the deposit.

Escrow bond. You may deposit the full amount of the
bond with a financial institution (usually as a Certificate
of Deposit) pledged to the department. The CD may be
released only with the department’s approval, however
your deposit will earn interest.

Surety bond. A surety bond is purchased from an insurance
company. This is an insurance policy in the amount of the
bond, payable to the department should sales tax not be paid.
Asurety bond is kept in force by a fee, usually paid annually.

AUDITS

Kansas law requires that the department examine all
sales and use tax returns. Sales and use tax audits to:

e educate taxpayers on the proper application of
the law to their particular business type,

e promote voluntary compliance with tax laws,

e determine if the correct amount of sales and
deductions are being reported.
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The department currently conducts three types of audits:
field audits, managed audits, and self-audits. A field, or
traditional, audit is a detailed examination of your books
and records by one of our auditors. A managed audit is
done by the business itself under the management and
direction of a state auditor. A self or voluntary audit is also
done by the business itself without any direct intervention
by a state auditor.

An audit generally covers the tax returns for the last three
years. This period may be extended by written agreement
between you and the department.

Prior to an audit, you will be contacted by the auditor to
schedule the examination. During the first meeting, our
auditor will discuss the nature of your business, the
accounting system used and other related matters. We
make every effort to make our audits as least disruptive as
possible of your daily business activities.

You are encouraged to work with the auditor to resolve
any questions (other than legal ones) about particular
transactions. Our auditors will also help you to understand
industry-specific laws and regulations so future tax reporting
is less of a burden.

WHEN IN DOUBT...

Kansas Laws and Regulations

The rules that govern sales and use tax and define the
responsibilities of each business owner, taxpayer, and the
Department of Revenue are contained in two sets of
documents: the Kansas Statutes Annotated and the
Kansas Administrative Regulations.

The Kansas Statutes Annotated (K.S.A.) is a collection
of all the statutes of the state of Kansas. Statutes are bills
that have been passed by both houses of the state
Legislature, and signed into law by the Governor, or that
become law within 10 days of passage without the Governor’s
signature. “Annotated” means that the law contains
commentaries and explanatory notes. Kansas Statutes are
organized by Chapter and Article. Kansas Retailers’ Sales
and Use tax statutes are in Chapter 79.

Kansas Administrative Regulations (K.A.R.) are based
on the law and have the same impact as a law, even though
they are not enacted through the legislative process. Instead,
each state agency submits proposed regulations to the
Secretary of Administration and the Attorney General for
approval, and a public hearing is held. The regulations (with
approved revisions) are then adopted, published in the
Kansas Register, and become effective 45 days later.



The purpose of most permanent regulations is to provide
administrative solutions to common problems and
situations, and to more clearly define how a statute applies
to specific circumstances. Regulations are organized by
state agency. Kansas Department of Revenue Regulations
are in Chapter 92.

=== |IMPORTANT: Each regulation is based on or
w receives its authority from a statute, and does not
conflict with the statute when adopted. However, regulations
are not changed at the same time statutes are changed.
When a change in the statute causes a regulation to be in
conflict with the statute, the statute overrides the regulation.

Complete sets of the Kansas Statutes Annotated and
the Kansas Administrative Regulations are available to the
general public in libraries throughout the state. The tax laws
and regulations are a part of our Policy Information Library
(see next column) on our web site.

Key Statutes and Regulations

K.S.A. 12-187 et seq. — Local Sales Tax
K.S.A. 79-3601 et seq. — Sales Tax
K.S.A. 79-3701 et seq. — Compensating Tax

K.A.R. 92-19-4a — Record Keeping

K.A.R. 92-19-25b — Exemption Certificates

K.A.R. 92-19-53 — Consumed in Production

K.A.R. 92-19-54 — Ingredient or Component Part
K.A.R. 92-19-66b — Labor Services

K.A.R. 92-20-1 et seq. — Compensating Tax

K.A.R. 92-21-1 et seq. — Local Retailers’ Sales Tax

Revenue Notices and Private Letter Rulings

Despite the length and detail of the statutes and
regulations, questions and situations frequently arise that
require interpretation of the law. DO NOT rely upon a verbal
opinion from the department on issues of taxability not
specifically addressed in the law.

To assist you in understanding how the law applies to
your business, the department issues three types of written
advice: revenue notices, revenue rulings, and private letter
rulings. These written rulings are binding on the department
and may be relied upon as long as the statute or regulation
on which they are based is not altered by the Legislature,
changed by a court decision, or the ruling itself is modified
or rescinded by the department.

Revenue notices and rulings are issued to the general
public usually in response to a change in the law, recent
court decisions, or areas of sales tax application affecting a
large number of taxpayers. These are periodically mailed to
you either with your sales and use tax returns, or as a
separate mailing from the department. Keep them with this
publication for future reference.
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A private letter ruling, issued at the request of an
individual taxpayer, interprets the law based on the
circumstances of that taxpayer. Requests for private letter
rulings must be in writing, and state specifically the
circumstances and facts surrounding the issue. To request
a private letter ruling, address your letter to:

Office of Policy and Research
Kansas Department of Revenue
915 SW Harrison St.
Topeka, KS 66612
Fax: (785) 296-7928

The ruling will be issued within 30 days after your request
(and any additional information necessary for the ruling) is
received. A private letter ruling applies ONLY to the taxpayer
for whom it is issued. It cannot be cited or relied upon by
any other taxpayer.

Policy Information Library

As a service to taxpayers, a library of policy information
for all taxes administered by the department is available
from our web site. This policy library contains the Kansas
Statutes and Regulations, Revenue Notices, Revenue
Rulings and other written advice issued by the department.
Private letter rulings are also included. However, these letters
have been “scrubbed” to protect the privacy of the taxpayer—
any information that would identify the taxpayer, such as
name, address, product, etc., is blanked out.

OTHER KANSAS TAXES

Many businesses must also collect or remit other Kansas
taxes. An alphabetical listing of other business-related
taxes follows. Use the Business Tax Application, Form
CR-16, to register for most of these taxes. Additional
requirements are also noted.

Bingo Enforcement. Bingo cards, paperand g
pull-tabs sold by bingo licensees are not [
subject to sales tax , but are subject instead <RENGO
to bingo enforcement tax. There is a 3% bingo enforcement
tax on the gross receipts received by licensees from
charges for hard cards used in call bingo games, a tax of
$.002 per face on all disposable paper used for call bingo
games, and a tax of 1% of the retail sales price of all instant
bingo tickets (pull-tabs). To register, contact the
department’s Bingo Administrator. Phone: 785-296-6127;
Fax: 785-296-7185, or by e-mail: bingo@kdor.state.ks.us.

Cigarette Licenses. Cigarette sales are subject to sales
tax. However, before you may sell cigarettes in Kansas,
you must have a cigarette license. If you sell cigarettes
over the counter, the license fee is $25.00, and is renewed
every two years. If you own cigarette vending machines,
you must obtain a cigarette vending machine operator’s
master license (no fee required), and also a permit ($25.00)


mailto:bingo@kdor.state.ks.us

for each machine. Enclose a list of machine brand name(s)
and serial number(s) with the business tax application. The
master license and vending machine permits must be
renewed every two years.

& Clean Drinking Water Fee. This fee is imposed at
the rate of $.03 per 1,000 gallons of water sold at
retail. The fee is the liability of Public Water Supply
Systems, owed to the department. Public Water
Supply Systems include municipal and county water

districts, rural water districts, and all other public water

utilities that supply water to consumers through mains, lines
or pipes. Public Water Supply Systems do not include
private water utilities. Public water suppliers that are paying
the Clean Drinking Water Fee do not pay sales or
compensating use tax on their purchases for the water utility.

Corporate Income Tax. This tax is imposed on

the taxable income of every corporation doing
business within or deriving income from sources

within Kansas (The income of some S corporations -

is not taxed at the corporate level, but rather is taxed on the
shareholder’s individual income tax return). The current
“normal’” tax rate is 4% of the Kansas taxable income of a
corporation with a “surtax” of 3.1% for tax year 2008;
deceasing to 3.05% for tax years 2009 and 2010; and to 3%
for tax years 2011 and thereafter, on Kansas taxable income
over $50,000.

Dry Cleaning Environmental Surcharge. This tax is
collected on laundry and dry cleaning services in addition to
the sales tax at the rate of 2.5% on the gross receipts. Along
with this tax is a dry cleaning solvent fee paid by solvent
distributors on each gallon of perchloroethylene, other
chlorinated solvents, and petroleum-based solvents. This tax
provides funding for clean up of soil and groundwater pollution
from dry cleaning facilities.

Estimated Income Tax. Individuals with taxable income
not subject to withholding (such as business income) and
corporations are required to prepay their income tax liability
by making estimated tax payments. To make estimated tax
payments, use the estimated packet that contains the four
vouchers, instructions, and a worksheet to help you calculate
the amount of the installments. For individuals it is Form
K-40ES; for corporations it is a K-120ES and for privilege
taxpayers itis Form K-130ES. Taxpayers may also file and
pay estimates electronically; details are on our web site at
www.webtax.org.

Liquor Drink Tax. This tax is collected

on the retail sale of drinks containing LCOHOLI
alcoholic liquor. The tax rate is 10%. Clubs, \=’~"
caterers, and drinking establishments, (including farm
wineries and micro-breweries selling to customers for on-
premises consumption), must also have a liquor license
issued by the department’s Division of Alcoholic Beverage

46

Control, and post a minimum bond of $1,000.

Liquor Enforcement Tax. This tax is collected on the
sale of alcoholic liquor and cereal malt beverages by a retail
liquor store, microbrewery, or farm winery to Kansas
consumers, or by a liquor distributor to clubs, caterers, or
drinking establishments. The tax rate is 8%. A separate
license issued by the department’s Division of Alcoholic
Beverage Control is required.

Motor Fuel Tax. Thistaxisimposed onthe use, sale or delivery
of any or all “motor vehicle fuels” (gasoline & gasohol) or “special
fuels” (diesel & alcohal) in this state. Tax revenues are used to
defray the cost of constructing Kansas public highways.

The motor fuel tax is remitted to the department by the
distributor of the fuel, however, the tax is included in the price
of every gallon of gasoline or diesel that consumers purchase
at the pump. There is no motor fuel tax on dyed diesel fuel
used only for non-highway purposes; this fuel is therefore subject
to sales tax. The tax rate on “motor vehicle fuels” (gasoline/
gasohol) is 24 cents per gallon; on “special fuels” (diesel) itis
26 cents per gallon, and on LP gases it is 23 cents per gallon.

Privilege Tax. This tax is imposed on national banking
associations, banks, trust companies, federally chartered
savings banks, and savings and loan associations for the
privilege of doing business in Kansas. Itis imposed on the net
income for the next preceding taxable year (prior tax year).

The tax is instead of an ad valorem (property) tax that
might have been imposed on the intangibles (deposits) held
by financial institutions. The current tax rate is 2.25% of net
income, plus a surtax on net income in excess of $25,000
of 2.125% for banks, and 2.25% for savings and loans and
trust companies.

Tire Excise Tax. This tax is collected on the sale of new
vehicle tires, including the new tires sold on a new vehicle
for the first time. All tire retailers, as well as all new car,
truck, farm implement and equipment dealers must collect
this tax. The tire excise tax is in addition to and is separate
from the sales tax. The tax rate is 25 cents per tire. Used,
recapped, and retreaded tires are not taxed.

The revenue generated by this tax is used to clean up
waste tire sites and to provide for the continued
environmentally safe disposal and use of waste tires. For
additional information on this tax, obtain Publication KS-
1530, Kansas Tire Excise Tax, from our web site.

Transient Guest Tax. This tax is collected when rooms,
lodgings, or other sleeping accommodations are rented to
guests. Hotels, motels, bed and breakfast establishments,
and tourist courts must register for the transient guest tax if
they have more than two bedrooms furnished to
accommodate guests.



Transient guest tax is collected in addition to the sales
tax due on the room rental, and applies only when the room
is rented for 28 consecutive days or less. However, like a
local sales tax, transient guest tax is a local option and is
notimposed in all areas of Kansas. Tax rates currently range
from 2% to 7%.

Hotels and others providing sleeping accommodations
should also obtain a copy of our Publication KS-1540, Kansas
Business Taxes for Hotels, Motels and Restaurants, from
our web site.

Vehicle Rental Excise Tax. When a vehicle is leased or
rented for 28 consecutive days or less, a vehicle rental excise
tax of 3.5% is charged. This tax is in addition to the sales
tax due on these transactions. Car rental agencies, vehicle
dealers, repair shops, and others who rent cars must register
to collect this tax.

Water Protection Fee. This fee, at the rate of $.03 per
1,000 gallons of water, is collected on the retail sales of
water delivered through mains, lines or pipes by public water
suppliers and on water appropriated for industrial and
stockwatering uses. An additional fee for the inspection
and regulation of public water supplies of $.002 per 1,000
gallons of water sold at retail is remitted with the Water
Protection Fee. Public water suppliers need to register with
the Kansas Department of Revenue and the Kansas
Department of Health and Environment.

Withholding Tax. This tax is deducted by employers from
the wages paid to employees to prepay the employee’s
income tax liability. Employers must also register with the
Kansas Department of Human Resources and the Internal
Revenue Service. Kansas withholding tax is also required
on certain taxable non-wage payments by payors, on
management and consulting fees paid to nonresidents, and
on the Kansas taxable income of the nonresident owners
of partnerships, S corporations and limited liability
companies. Additional information, the tables to compute
Kansas income tax withholding, and sample completed
returns are in our Publication KW-100, Kansas Withholding
Tax Guide. This publication is available from our office or
web site.

Beginning in July 2007, the department has made
available Form K-4, and is encouraging employers to have
their employees complete both a federal Form W-4 and the
Kansas Form K-4. Because of differences in the
computation of the federal and Kansas income taxes, itis
not uncommon for a taxpayer to receive a federal income
tax refund while owing taxes to Kansas or vice versa. Thus,
the Kansas Department of Revenue is requesting that both
a W-4 and a K-4 be completed by each employee in order
that the amount of withholding be accurate for both federal
and Kansas income tax purposes. For a copies of the K-4
form, visit our web site or call our forms order line.
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KANSAS EXEMPTION
CERTIFICATES

USING EXEMPTION CERTIFICATES

Exemption certificates are an important part of sales
and use tax record keeping, but are often found lacking by
our auditors. Use the information in this section to help you
properly complete and accept exemption certificates. We
recommend that retailers also obtain a copy of our
Publication KS-1520, Kansas Exemption Certificates. This
booklet contains all the exemption certificates currently in
use and detailed information about each exemption. Itis
available from our web site or office. Kansas exemption
certificates are also individually available from our web site.

BEFORE ACCEPTING ANY CERTIFICATE, carefully read
the exemption statement and the accompanying explanation
and instructions. Most certificates contain a restatement
of the Kansas law (K.S.A. — Kansas Statutes Annotated),
or regulation (K.A.R. — Kansas Administrative Regulations)
authorizing the exemption. If your customer or the purchase
does not fit the definition in the certificate or the exempt
examples given, the sale is probably not exempt.

The new Kansas Exempt Entity Identification Number
and Certificate (see page 7) are designed to help retailers
and exempt customers alike complete the exemption
certificate process, not to replace it. Additional information
is available in NOTICE 04-10.

Completing an Exemption Certificate

Follow these three rules when completing any exemption
certificate.

1) Print or type all information, except for the
authorized signature.

The information on the certificate must be legible both
to you and to our auditors. Do not print a signature on
paper forms, although it is often helpful to print or type the
name below the signature. (A signature is not required on
an electronic exemption certificate.)

2) Fillin all the blanks.

A certificate is complete only when all the information is
provided. Ifthere is a blank on the form, it must be filled in.
Addresses must include the street or PO Box, city, state,
and zip code.



When the certificate requires a tax registration number,
be sure your customer provides it. An exemption certificate
is not complete unless the customer supplies the proper
registration number(s). A seller may lawfully require a copy
of the buyer's sales tax certificate of registration as a
condition of honoring the Resale Exemption Certificate,
Form ST-28A. (K.A.R. 92-19-25b).

3) Give specific descriptions.

Be as precise as possible when describing the property
or services purchased. You may use an itemized list, refer
to an itemized invoice number, or at the very least provide a
general description of the items. When describing a
business activity, include the principal product(s) sold or
manufactured.

Blanket Exemption Certificates

If you make recurring exempt sales of the same type to
the same purchaser, it is not necessary to have an
exemption certificate for each transaction. You may instead
accept a blanket exemption certificate to cover future sales.
Most of the certificates in this booklet may be used as a
blanket certificate.

@f IMPORTANT: When you use a blanket exemption

certificate for your regular exempt customers, ask
them to verify or renew this document every year. This will
help guarantee that the exempt customer’s information
(i.e., exact business name and location, tax account
number, etc.) remains accurate and up-to-date.
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f CAUTION: When you use blanket exemption
m certificates, you should segregate any taxable

! purchases from that vendor and pay for them
separately. Each buyer signs the exemption certificate
acknowledging responsibility for payment of the tax if:

“... the tangible personal property or service is used other
than as stated ... or for any other purpose that is not
exempt from sales or compensating tax ..."

Record Keeping

Keep all sales tax records, including exemption
certificates and copies of tax exemption cards (Kansas or
diplomatic (see page 8), for your current year of business
and at least three prior years. DO NOT send exemption
certificates to the Department of Revenue with your
sales tax return.

Penalties for Misuse

A buyer who issues an exemption certificate in order to
unlawfully avoid payment of the tax for business or personal
gain is guilty of a misdemeanor, and upon conviction may
be fined up to $1,000 or imprisoned for up to a year, or both.
When a buyer is found to have used a Resale Exemption
Certificate, Form ST-28A, to avoid payment of the tax, the
director may also increase any penalty due on the tax by
$250 or 10 times the tax due, whichever is greater, for each
transaction where the misuse of a Resale Exemption
Certificate occurred.



KANSAS DEPARTMENT OF REVENUE
RESALE EXEMPTION CERTIFICATE

The undersigned purchaser certifies that the tangible personal property or service purchased from:

Seller:

Business Name

Address:

Street, RR, or P. O. Box City State Zip+4

will be resold by me in the form of tangible personal property or repair service. | hereby certify that | hold valid Kansas sales

tax registration number , and I am in the business of selling
(May attach a copy of registration certificate)

(Description of product(s) sold; food clothing, furniture, etc.)

Description of tangible personal property or services purchased:

| understand and agree that if the items purchased with this certificate are used for any purpose other than retention,
demonstration, or display while being held for sale in the regular course of business, | am required to report and pay the sales
tax, based upon the purchase price of the items.

Purchaser:
Name of Kansas Retailer
Address:
Street, RR, or P. O. Box City State Zip+4
Signature: Date:

THIS CERTIFICATE MUST BE COMPLETED IN ITS ENTIRETY.

WHO MAY USE THIS CERTIFICATE? Only those businesses and organizations that are registered to collect Kansas sales tax and
provide their Kansas sales tax registration number on this form may use it to purchase inventory without tax. For additional information
see Publication KS-1520, Kansas Exemption Certificates.

Nonprofit groups or organizations exempt by law from collecting tax on their retail sales of tangible personal property (such as a PTA or
a nonprofit youth development organization) should use the exemption certificate issued to it by the Department of Revenue when
buying items for resale.

Wholesalers and buyers from other states not registered in Kansas should use the Multi-Jurisdiction Exemption Certificate, Form ST-
28M, to purchase their inventory. HOWEVER, if the inventory item purchased by an out-of-state retailer who has sales tax nexus with
Kansas is drop shipped to a Kansas location, the out-of-state retailer must provide to the third party vendor a Kansas sales tax
registration number, either on this certificate or the Multi-Jurisdiction Exemption Certificate, for the sale to be exempt. If the out-of-state
retailer DOES NOT have sales tax nexus with Kansas, it may provide the third party vendor a resale exemption certificate evidencing
qualification for a resale exemption, regardless of the state in which the retailer is registered for sales tax.

Contractors, subcontractors, or repairmen may not use this certificate to purchase their materials, parts, or tools. Retailer/
Contractors should use a Retailer/Contractor Exemption Certificate, Form ST-28W, to purchase their resale inventory.

WHAT PURCHASES ARE EXEMPT? Only goods or merchandise intended for resale (inventory) are exempt. Tools, equipment, fixtures,
supplies, and other items purchased for business or personal use are TAXABLE since the buyer is the final consumer of the property.

The items purchased with this certificate must correspond to the type of business buying them. For example, a retail clothing store may
only reasonably purchase items of wearing apparel and accessories with this certificate. All other kinds of items are not usually sold by a
clothing store to their customers and, therefore, cannot be purchased with this certificate.

LABOR SERVICES. This certificate applies ONLY to items of tangible personal property. A contractor may not use an exemption
certificate to purchase the labor services of another contractor or subcontractor. Taxable labor services performed by a contractor can
ONLY be purchased without tax with a Project Exemption Certificate issued by the department or its authorized agent.

RETAINING THIS CERTIFICATE: Sellers should retain a completed copy of this certificate in their records for at least three years from the
date of sale. Aseller is relieved of liability for the tax if it obtains a completed exemption certificate from a purchaser with which the seller
has a recurring business relationship. A certificate need not be renewed or updated when there is a recurring business relationship
between the buyer and seller. A recurring business relationship exists when a period of no more than 12 months elapses between
sales transactions.
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KANSAS DEPARTMENT OF REVENUE
MULTI-JURISDICTION EXEMPTION CERTIFICATE

NOTE: Check applicable state laws for authority to issue this certificate for the uses indicated below.
Review national tax reporting service publications for information about the states that honor this certificate.

Purchaser:

Business Name

Address:

Street, RR, or P.O. Box City State Zip+4

| hereby certify that | am a:

O Wholesaler of:

Description of principal product(s)

O Retailer of:

Description of principal product(s)

U Manufacturer of:

Description of principal product(s)

U Lessor of:

Description of principal product(s)

O Other:

Description of principal product(s)
and am registered* in the following cities or states:

City or State Registration Number

City or State Registration Number

* Wholesalers are not required to register with the Kansas Department of Revenue to collect sales tax unless they make retail sales. Retail sales
include sales to employees.

The tangible personal property described below which | am purchasing from:

Seller:

Business Name

Address:

Street, RR, or P.O. Box City State Zip+4

will be for wholesale, resale, or as ingredient or component parts of a new product to be resold, leased, or rented in the
normal course of my business.

Description of property purchased with this exemption certificate:

| further certify that if the property purchased with this certificate is used or consumed so as to make it subject to sales or use
tax, | will pay the tax due directly to the proper taxing authority or inform the seller to add tax to the billing. This certificate shall be
a part of each order that | may give you in the future and is valid until cancelled by me in writing or revoked by the city or state.

Under the penalties of perjury, | swear or affirm that the information on this form is true and correct as to every material matter.

Authorized Signature: Date:

Misuse of this cetrtificate by the seller, lessor, buyer, lessee, or their representative may be punishable by fine,
imprisonment, or loss of the right to issue certificates in some cities or states.

CAUTION TO THE SELLER: In order for this certificate to be accepted in good faith, you must exercise care that the property being sold is of a type
normally sold wholesale, resold, leased, rented, or used as an ingredient or component part of a product manufactured by the buyer in the usual
course of his business. A seller who fails to exercise due care and good judgment in this regard could be held liable for the sales tax due.

THIS CERTIFICATE MUST BE COMPLETED IN ITS ENTIRETY.
ST-28M (Rev. 7/08)



ABOUT THE MULTI-JURISDICTION EXEMPTION CERTIFICATE

PURPOSE

The Multi-Jurisdiction Exemption Certificate is used whenever an exempt transaction crosses state lines. In Kansas, it takes
the place of a Kansas resale or ingredient or component part exemption certificate when:

1) an out-of-state business, taking delivery of inventory or ingredient parts in Kansas, is not registered in
Kansas,

OR
2) awholesaler is buying inventory.

A Kansas business buying inventory or ingredient parts in another state may also furnish this certificate to the
seller in the other state, subject to the laws of that state.

WHO MAY USE THIS CERTIFICATE?

Businesses and wholesalers from other states that do not have a Kansas sales tax number to furnish for a Kansas ingredient
or component part exemption certificate or a Kansas resale exemption certificate must use this certificate to certify that they
qualify for these two Kansas exemptions when making purchases in Kansas.

A Kansas wholesaler will use this certificate when buying inventory from either another Kansas business or a business in
another state. Wholesalers are not required to obtain a Kansas sales tax number. A Kansas retailer may also use this
certificate when purchasing inventory or ingredient or component parts from a retailer or wholesaler in another state.

WHAT PURCHASES ARE EXEMPT?

Only goods and merchandise (tangible personal property) are exempt. To be exempt, the tangible personal property must
be for:

* wholesale sale,
+ retail sale (resale), rental, or lease,
» aningredient or component part of a new product to be resold, leased, or rented.

In accepting this certificate, the seller should exercise reasonable care and judgment. The property purchased must be of
the type normally sold wholesale or retail, leased or rented, or used as an ingredient or component part of a product
manufactured in the customer’s usual course of business.

Equipment and fixtures for a business are not exempt. When purchased in Kansas, these items are taxable. When a
Kansas business buys equipment or supplies from another state, the Kansas business will owe Consumers’ Compensating
Use tax on these purchases unless a sales or use tax of at least equal to the Kansas retailers’ sales tax rate in effect where
the item is used, stored or consumed. See Publication KS-1510, “Kansas Sales and Compensating Use Tax” available on
the department’s web site.

RETAINING THIS CERTIFICATE: Sellers should retain a completed copy of this certificate in their records for at least three
years from the date of sale. A seller is relieved of liability for the tax if it obtains a completed exemption certificate from a
purchaser with which the seller has a recurring business relationship. A certificate need not be renewed or updated when
there is a recurring business relationship between the buyer and seller. A recurring business relationship exists when a
period of no more than 12 months elapses between sales transactions.
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TAXPAYER ASSISTANCE

This publication is a general guide and will not address every situation. If you have questions or need additional
information, please contact taxpayer assistance at the Kansas Department of Revenue (KDOR).

Taxpayer Assistance Center Phone: (785) 368-8222
Docking State Office Building - 1st floor Hearing Impaired TTY: (785) 296-6461
915 SW Harrison St. Fax: (785) 291-3614

Topeka, KS 66625-2007 Web Site: www.ksrevenue.org

Office hours are 8:00 a.m. to 5:00 p.m., Monday through Friday.

REQUEST FOR TAX FORMS

In addition to the publications listed below, KDOR’s web site contains a library of policy information forms, press
releases, and other informational notices. You can obtain printed copies by visiting our office in Topeka or by
calling our voice mail Forms Request Line at 785-296-4937. (Due to limited state funding, KDOR has discontinued
printing some of these publications; however all are available from our web site.)

< Publication KS-1216, Kansas Business Tax Application

= Publication KS-1220, Kansas Sales and Use Tax Refund

= Publication KS-1500, North American Industry Classification System

= Publication KS-1510, Kansas Sales and Compensating Use Tax

« Publication KS-1515, Kansas Tax Calendar of Due Dates

= Publication KS-1520, Kansas Exemption Certificates

= Publication KS-1525, Kansas Sales and Use Tax for Contractors, Subcontractors and Repairmen
= Publication KS-1526, Sales & Use Tax for Motor Vehicle Transactions

< Publication KS-1527, Sales and Use Tax for Kansas Political Subdivisions

= Publication KS-1530, Kansas Tire Excise Tax

= Publication KS-1540, Kansas Business Taxes For Hotels, Motels and Restaurants
= Publication KS-1550, Kansas Sales and Use Tax for the Agricultural Industry

« Publication KS-1560, Kansas Tax Guide for Schools and Educational Institutions
« Publication KS-1700, Kansas Sales Tax Jurisdiction Code Booklet

= KW-100, Kansas Withholding Tax Guide

/ Your suggestions and comments on this publication are important to us. Please address them to: Taxpayer Education,
Kansas Department of Revenue, 915 SW Harrison St., Topeka, KS 66625-1588 or call (785) 296-2481.





