



































* Elementary and secondary schools

« Parent-Teacher Organizations (PTA or PTO)
« Nonprofit educational institutions

* Nonprofit hospitals

* Nonprofit blood, tissue and organ banks

* Nonprofit 501(c)(3) historical societies

* Nonprofit 501(c)(3) museums

* Nonprofit 501(c)(3) primary care clinics

« Nonprofit 501(c)(3) religious organizations

* Nonprofit 501(c)(3) zoos

The designation of 501(c)(3) refers to a section of
the federal Internal Revenue Code exempting certain
organizations from income tax. However, not all nonprofit
organizations are exempt from sales tax. Only the above-
cited entities are exempt from sales tax on their purchase
(or lease) of a vehicle, or its repair, provided that the
appropriate sales tax exemption certificate is obtained
by the retailer or by the County Treasurer (when a
vehicle is purchased from an individual).

To be exempt as a direct purchase, the sales price
of the vehicle must be billed directly to the exempt buyer
and paid for by funds from the exempt buyer. Loans
from financial institutions paid directly to a dealer would
constitute a direct purchase. Purchases made by
agents or employees of an exempt buyer with their
personal funds are taxable.

Ms. Feinstein, an employee of a 501(c)(3)
e¢¢'='1‘l‘ll’|‘!®| religious organization, buys a car with
L funds from a personal loan. Ms. Feinstein

will use the car in performing her
employment duties, and she will be reimbursed the cost
of the car by the 501(c)(3) religious organization. This
sale is subject to sales tax because it is not a direct
sale to the 501(c)(3) religious organization.

Exempt entities listed here may also purchase the
parts and labor to repair or maintain their vehicles
without sales tax when they provide a properly
completed exemption certificate to the dealer or retailer.
Your dealership has been awarded the annual contract
to service the city’s vehicles. The city should provide
you with its KDOR-issued Tax Exempt Entity Exemption
Certificate (PR-78KS).

NOTE: The city may complete one exemption certificate to cover all
work done on the city’s vehicles for the duration of the contract.
This is called a blanket exemption certificate - one certificate covers
multiple exempt transactions of the same type between the same
parties. Additional information is in Pub. KS-1520 on our web site.

MOBILITY ENHANCING EQUIPMENT

An exemption exists for equipment and special
accessories that qualify as mobility enhancing
equipment. K.S.A. 79-3606(r) provides a sales tax
exemption on the purchase price of said equipment,
including repair and replacement parts for the
equipment. To qualify, there must be a written
prescription issued by a person licensed to practice the
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healing arts (e.g., a medical doctor, dentist, optometrist,
etc.) and the accessory attached or to be attached to
the motor vehicle must be:

1) used to provide or increase the ability to move
from one place to another and is appropriate
for use either in a home or a motor vehicle; and

2) not generally used by persons with normal
mobility.

Examples of items that qualify are special hand and
foot controls, wheel chair lifts, etc. The equipment on a
motor vehicle normally provided by a motor vehicle
manufacturer and the motor vehicle itself are not exempt.

This sales tax exemption is limited to the purchase
price of the mobility enhancing equipment and repair
and replacement parts for the mobility enhancing
equipment. The exemption does not extend to the labor
services to install, repair or service the accessory. A
retailer who sells an accessory that qualifies for this
exemption would retain a copy of the written prescription
in its records as proof as to why sales tax was not
collected on the selling price of the accessory(ies) sold.

A person confined to a wheelchair for
ecamplo!@ | mobility purposes purchases a conversion
LA van. As part of the sale the dealer
— provides and installs a wheelchair lift on
the van. If the dealer is provided a written prescription
from a person licensed to practice the healing arts, the
purchase price of the wheelchair lift is exempt from sales
tax. The installation labor is subject to sales tax. Should
the lift need repair at a later date, the repair labor would
also taxable, but any parts for the wheelchair lift would
still be exempt with a copy of the prescription order.

INTERSTATE COMMON CARRIERS

Kansas law exempts from Kansas Retailers’ Sales
Tax the sale of new or used rolling stock (including
buses, trucks and trailers) and the repair or replacement
materials and parts, but not the labor, purchased by
a motor carrier for immediate and direct use in interstate
commerce. To qualify for the sales exemption, the motor
carrier may be engaged in interstate commerce and
haul for the general public. A carrier must furnish the
retailer with a properly completed Interstate Common
Carrier Exemption Certificate (ST-28) to claim an

exemption on a vehicle or its parts.

ﬂmﬂ#é@l truck (UPS hauls goods in interstate
gy W commerce for the general public). While
— sale of the tire is exempt from sales tax
with the ICC Exemption certificate, any labor for removing
the old tire and installing the new tire is taxable. (The
tire sale is also subject to the Kansas Tire Excise Tax.)

ABC Tire Service replaces a tire on a UPS

The ICC exemption extends to purchasers who do
not hold ICC authority themselves but lease to an entity
that does hold ICC authority.



which he will lease to Roadway, Inc. (an
ICC holder). Joe Hauler does not have
ICC authority however, he may purchase
the semi and trailer exempt from sales tax by providing
the dealer with a properly completed ICC Exemption
Certificate (ST-28J) which will require him to obtain a
Kansas retailers’ sales tax registration.

Joe Hauler purchases a semi and trailer
example @ |

SALES TO CERTAIN FOREIGN DIPLOMATS

Certain official personnel from foreign countries who
are stationed in the United States are issued tax
exemption cards by the U.S. State Department, Office
of Foreign Missions (OFM). Their level of tax exemption
while in the United States is determined by the level of
tax exemption granted to our official personnel stationed
in their country. The plastic tax exemption cards have
a photo ID, are valid nationwide and identify the level
of exemption.

However, the OFM enforces the exemption of eligible
foreign missions and their members when buying or
leasing a vehicle. The purchaser must first present an
OFM tax exemption card. The dealer MUST retain a
copy of this card and contact OFM at (202) 895-3500.
OFM will determine the tax-exempt status of the
purchaser and provide a letter to the seller as to whether
or not the purchaser is eligible for exemption from sales
or use tax on the vehicle sale. Only authorization
letters provided directly from OFM to the seller
are valid for tax-exemption on a vehicle sale.

Additional information is available from the OFM or
its web site at: state.gov/ofm/tax/vehicles/.

VEHICLE REPAIR
AND SERVICE

SERVICE DEPARTMENTS

Taxable Purchases

Many Kansas dealers not only sell vehicles but also
operate service departments and body shops. As a
general rule, the tools and equipment purchased by a
dealership for use in its service department are subject
to sales tax. These include, but are not limited to:
alignment equipment, hand tools, power tools, vehicle
lifts, welders, wrenches, etc.

Also taxable to a dealership/service department is
all office equipment, supplies, uniforms, shop rags,
safety glasses, safety shoes, and newspaper and
magazine subscriptions. Refreshments, coffee and
snacks provided free of charge to employees and/or
customers are also taxable.
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Exempt Purchases

Dealers are authorized to purchase some
consumables exempt from sales tax with a properly
completed Consumed In Production Exemption
Certificate (ST-28C) found in Pub. KS-1520. Tax exempt
consumables include sand paper, rubbing compounds,
masking tape, thinners, etc. See NOTICE 93-04.

Of course, service departments and repair shops
may always purchase items which they intend to resell
exempt from sales tax with a properly completed Resale
Exemption Certificate (ST-28A). This includes not only
the parts that will be sold over the counter, but also the
parts that will be installed in customer’s vehicles by the
dealer’s service technicians. See NOTICE 93-4.

As discussed above, the resale exemption also
applies when a dealer is having repairs done to the
vehicles it has in inventory for resale, or when
subcontracting out the repair of a customer’s vehicle.
This is because the dealer/service department is not
the final consumer of the vehicle repair, but will collect
sales tax from the vehicle buyer or the service
department customer.

A dealer’s service department sends a
ecarnple@ | customer’s radiator out to a radiator shop
LA to be boiled out and repaired. The service
— department will provide the radiator repair
shop with a completed Resale Exemption Certificate
(ST-28A) in order not to pay sales tax on the radiator
repair parts and labor. Once the service department
has completed the vehicle repair, it will collect sales tax
from the customer on its total charges, including its
charge for the radiator work performed by someone else.

Sales

Kansas sales tax is due on any fees received for
performing the labor service of repairing, servicing,
altering or maintaining tangible personal property. Thus,
all charges made to repair, service, alter or maintain a
vehicle within the state of Kansas are subject to Kansas
sales tax.

Mr. Crow takes his 2007 Jeep Cherokee
example @ | to a local dealership for a wheel alignment,
gy W oil change, and body work on the

passenger-side rear panel. Mr. Crow’s
itemized bill from the dealership is as follows.

Wheel Alignment $ 89.00
Qil (5 quarts) 10.00
Oil Filter 8.00
Rear Panel 385.00
Shop Supplies 5.00
4 Hrs. Labor @ $45/hr 180.00

Sub-total 677.00
7.2% Sales tax 48.74

Total $725.74



AUXILIARY SERVICES

Towing, winching, and jump-starting of vehicles, and
the delivery of fuel are not specifically enumerated as
taxable services in the sales tax act. Therefore, fees
for performing these services are not subject to Kansas
sales tax when they are separately stated on the invoice.
However, sales tax is due on all articles of tangible
personal property and all labor services which involve
repairing, servicing, altering or maintaining tangible
personal property.

to your service department for repair. If
your towing fee is separately stated on
the parts and labor repair bill, it is not
subject to sales tax. However if your towing fee is not
separately stated on the bill, it is subject to sales tax as
a part of the gross receipts received for repair of the
customer’s car.

example

ALy

@l You tow a customer’s car from his home

WARRANTY WORK

When repair work is performed under a warranty,
maintenance or service contract without charge to the
consumer, it is not subject to sales tax on the amount of
the reimbursement received from the warrantor, whether
reimbursement is in the form of money, credit or the
replacement of parts used to perform the repair work.

However, any charge such as a deductible or similar
charge which the consumer is obligated to pay under
the warranty, maintenance or service contract is fully
taxable, and each retailer shall collect sales tax on the
total charge paid by the consumer.

A new car buyer also purchases a 100,000
ecample® | mile extended warranty for $1,200. Sales

tax is due on the $1,200 warranty. At
% 77,000 miles the oil pump fails and the
cost of replacing the engine is covered by the warranty.
However, the dealership charges $45 for new oil, oil
filter, spark plugs, etc. (not covered under the warranty).
This $45 charge is subject to sales tax.

Cancellation of a Warranty Contract

When a customer cancels a warranty contract before
its expiration and the dealer/manufacturer issues a
partial refund to the customer for the unused portion of
the warrant, Kansas retailers’ sales tax should be
refunded to the customer.

example

as

warranty contract in January and then
cancelled it in July — obtaining a $600
refund. Since the dealer collected sales
tax at the time of purchase ($1,000 X .07 + $70.00),
any amount refunded should include sales tax portion
to the amount refunded ($600 X .07 + $42.00).

@l Customer purchased a $1,000 extended

15

The dealer can take a deduction when they file their
July sales tax return. By claiming the deduction for
returned goods, the dealer will reduce the amount of
sales tax due on the July return. In effect, reducing the
sales tax due on its return equal to the amount of sales
tax refunded the customer. Further guidance regarding
warranty work is provided by K.A.R. 92-19-62:

... "(d) If a retailer does not perform repair services under
a warranty, maintenance or service contract, but instead
has a third party perform the repairs, the third party’s
gross receipts received from that retailer are not subject
to sales tax. The third party shall secure an exemption
certificate from the retailer which states:

(1) that the service performed by the third party was
pursuant to a warranty, maintenance or service contract;

(2) that the retailer collected from the consumer sales
tax on the total selling price of the warranty, maintenance
or service contract, and

(3) the retailer’s sales tax registration number.

If a retailer has collected a deductible or similar charge
from the consumer, the retailer shall include the amount
in the retailer’s taxable gross receipts, even though a
third party may actually perform the service under the
warranty, maintenance or service contract.

(e) Each retailer gratuitously providing parts, services
or both to a consumer, is deemed to be the consumer
of any materials, parts and third party services used.
In this instance, each retailer shall pay sales tax to any
third party service provider, report the cost of materials
and parts on the retailer’s sales tax return, and pay the
appropriate sales tax.”

RECALL WORK

There is no sales tax due on work for which there is
no fee/charge. Recall work, to include parts and labor,
which is provided free to the customer is not subject
to sales tax. Reimbursement from a manufacturer to a
dealer for the recall work is also not subject to sales
tax. However, any other work the customer has you do
while the car is in for recall work (such as an oil change,
etc.) remains subject to sales tax.

WASHING AND WAXING

Kansas sales tax law imposes a tax on the washing
and waxing of vehicles. Thus, sales tax is due on the
gross receipts received for the service of washing and
waxing of vehicles.

Because it is a taxable service, car washing facilities
gualify for a sales tax exemption on the water and
electricity that is directly used or consumed in washing
and waxing a vehicle. To claim the exemption, complete
Form ST-28B, Statement for Sales Tax Exemption on
Electricity, Gas, or Water Furnished Through One Meter,
on page 40. Electricity used for heating, lighting and
cooling is subject to sales tax.



i RELATED

2527 TRANSACTIONS

SALES TO FARMERS AND RANCHERS

Motor vehicles are a necessary and integral part of
agribusiness. Trucks and trailers are needed to transport
animals, grain, milk or other agricultural commodities.
However, the statutory definition of exempt farm
machinery and equipment (K.S.A. 79-3606(t)) specifically
EXCLUDES passenger vehicles, trucks, truck tractors,
trailers, semitrailers, or pole trailers. Only farm trailers
and an implement of husbandry, as defined below, may
be purchased as farm machinery and equipment.

Farm Trailers

A trailer may be exempt from sales or use tax as farm
machinery and equipment. K.S.A. 8-126(z) defines a
farm trailer as any trailer or semitrailer designed and
used primarily as a farm vehicle. As outlined in Revenue
Ruling 19-1997-3, there are two tests that must be met
for exemption of a trailer as a farm trailer. 1t must be: 1)
used only in farming and ranching, and 2) designed to
allow for farm or ranch use.

Used Only In Farming and Ranching

The buyer’s certification on the Agricultural Exemption
Certificate (ST-28F) is sufficient to satisfy the first test.
The trailer must be for the farmer’s or rancher’'s own
use in their farming or ranching operation. A trailer used
to haul commaodities, livestock or other goods for others,
or used for a commercial purpose other than farming
and ranching are uses that are incompatible with the
exempt use.

Buyers who will use a trailer for an incompatible use
are required to pay sales or use tax on it, and are not
allowed to claim an exemption based on the exemption
for farm and ranch machinery or equipment. Should an
exemption later be disqualified, the buyer will owe the
retailers’ sales or use tax on the original purchase price,

plus penalty and interest.

efamﬂe@l to haul cattle. This trailer will be exempt
LA as a farm trailer provided the trailer will
— N0t be used for any other purpose. The
farmer’s use of this trailer to haul commodities for
another would make the purchase taxable.

A cattle rancher is buying a livestock trailer

Designed For Farm and Ranch Use

Trailers such as grain, flatbed, dump, tank, and van
are designed to allow for farm and ranch work. When
only used in farming and ranching, the purchase is
exempt from sales and use taxes. Converter gears that
are utilized to facilitate the transport of farm trailers would
also be exempt as farm machinery.
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Farm Trucks

Kansas law does allow an exemption from sales tax
for vehicles defined as an implement of husbandry.
However, implements of husbandry are subject to sales
tax when tagged for operation on streets and highways
including farm tags:

. “Implement of husbandry” means every vehicle
designed or adapted and used exclusively for agricultural
operations, including feedlots, and only incidentally
moved or operated upon the highways. Such term shall
include, but not be limited to:

(1) A farm tractor;
(2) a self-propelled farm implement;

(3) a fertilizer spreader, nurse tank or truck permanently
mounted with a spreader used exclusively for dispensing
or spreading water, dust or liquid fertilizers or
agricultural chemicals, as defined in K.S.A. 2-2202, and
amendments thereto, regardless of ownership;

(4) a truck mounted with a fertilizer spreader used or
manufactured principally to spread animal dung;

(5) a mixer-feed truck owned and used by a feedlot, as
defined in K.S.A. 47-1501, and amendments thereto,
and specially designed and used exclusively for
dispensing food to livestock in such feediot.
ﬂf IMPORTANT: The purchase of a truck that does
not contain a fertilizer spreader, nurse tank,
mixer-feed, etc. is not exempt from sales tax. For
example, the purchase of a truck and a subsequent
purchase (two separate transactions) and mounting of

the spreader, tank, etc. does not exempt the original
purchase of the truck.

Property Installed or Mounted

Kansas state and local sales tax is imposed on the
total selling price of each motor vehicle or trailer and
includes all tangible personal property mounted,
installed, applied or otherwise attached or affixed to the
motor vehicle/trailer. K.A.R. 92-19-30a provides that,
“the retailer shall not exclude or deduct for the tangible
personal property, regardless of how any contract,
invoice or other evidence of the transaction is stated or
computed, and whether separately charged or

segregated on the same contract or invoice.”
dealer-installed grain box. The truck and

e:ample@ |

(g Wy W the grain box are both subject to the
— applicable state and local sales tax,
despite the fact that the grain box may qualify for
exemption as farm machinery and equipment.

A farmer is buying a new truck with a

However, the sale of farm machinery and equipment
is exempt from sales tax when the sale is not in
connection with the sale of a motor vehicle.

A dealer sells and installs a grain box on
a truck owned by a farmer. The sale and
installation of the grain box are exempt
from sales tax as farm machinery and

)



equipment. The dealer shall accept an Agricultural
Exemption Certificate (ST-28F) from the farmer.

ALL TERRAIN VEHICLES (ATVSs)

All-terrain vehicles do not qualify for the farm
machinery and equipment sales tax exemption.

All-terrain vehicle means any motorized nonhighway
vehicle 48 inches or less in width, having a dry
weight of 1,000 pounds or less, traveling on three
or more low-pressure tires, having a seat
designed to be straddled by the operator. As
used in this subsection, low-pressure tire means
any pneumatic tire six inches or more in width,
designed for use on wheels with rim diameter
of 12 inches or less, and utilizing an operating
pressure of 10 pounds per square inch or less as
recommended by the vehicle manufacturer.
(Emphasis added.)

Although often used on a farm or ranch, ATVs are
not farm machinery/equipment and are therefore subject
to Kansas sales or use taxes. See NOTICE 06-02.

A Kansas farmer purchases an ATV in

ecample@ | Nebraska and has the dealer deliver it to
L him in Kansas. The farmer will use the ATV
—— {0 WOrk cattle. Kansas Compensating Use
Tax is due on the total purchase price of the vehicle,
including the delivery charge. If purchased within the
state of Kansas, Kansas retailers’ sales tax is due.

Like the vehicle itself, accessories for an ATV are
also taxable because they generally do not directly
contribute to a production process.

WORKSITE UTILITY VEHICLES

The sale of a work-site utility vehicle that is equipped
with a bed or cargo box for hauling materials may be
purchased exempt from sales tax under the farm
machinery and equipment sales tax exemption if used
only in farming, ranching or aquaculture production.

Work-site utility vehicle means any motor vehicle
which is not less than 48 inches in width, has an
overall length, including the bumper, of not more
than 135 inches, has an unladen weight, including
fuel and fluids, of more than 800 pounds and is
equipped with four or more low pressure tires,
a steering wheel and bench or bucket-type
seating allowing at least two people to sit
side-by-side, and may be equipped with a bed or
cargo box for hauling materials. (Emphasis added).

AIRCRAFT

As a general rule, the retail sale (or rental) of an
aircraft in the state of Kansas is subject to Kansas
Retailers’ Sales Tax. There are three general exceptions
to this rule:

» Sale to ICC carrier or a foreign government

e Sale to a bona fide nonresident of Kansas
registering the aircraft out of state within 10 days

» The isolated or occasional sale of an aircraft.

The major exception to the general rule is sales of
aircraft, repair parts or labor services to a certified or
licensed carrier (or its agent) of persons and/or property
involved in interstate or foreign commerce, or to a foreign
government.

Cessna sells an aircraft to U.S. Air, a
acample@l licensed carrier in interstate commerce.
TPy P The sale is exempt from sales tax. To
— document this exempt sale, Cessna will
obtain a completed Aircraft Exemption Certificate
(ST-28L) from the airline.

The second exception to the general rule is the sale
of an aircraft to a nonresident of Kansas when the
aircraft is not to be registered or based in Kansas, and
the aircraft will not remain in Kansas more than 10 days
from the date of purchase. This exception is identical to
the motor vehicle exception for nonresidents.

A Hollywood actor comes to Wichita and
ecample@ | buys a LearJet. She removes the LearJet
LA within 10 days, registering it in California.
—  NO Kansas sales tax is due.

A third exception is the isolated or occasional sale
exemption. The sale of an aircraft between individuals
or entities may be exempt from sales tax if the
requirements of an isolated or occasional sale are met.
The definition of an isolated or occasional sale is that
the SELLER cannot have more than two sales of that
type in a 12 month period and the SELLER cannot have
purchased the aircraft with the intent to resell it. If these
two requirements are met, the isolated or occasional
sale of an aircraft is exempt from sales tax.

NOTE: This isolated/occasional sales tax exemption is not available
for “motor vehicles” or “trailers.” K.S.A. 79-3603(0).

example plane that he uses for recreational
gy W purposes. He decides to sell the plane to
—a fellow pilot. The sale is not subject to
sales tax, as Mr. Carter did not have more than one
sale within a twelve-month period, and he did not acquire
the plane for the purpose of reselling it.

@l Mr. Carter, a Kansas resident, owns a

Entities that are involved in the aircraft rental business
should follow the advice contained in NOTICE 92-04.
This Notice addresses the sales and use tax issues
surrounding flight instruction, crop dusting, interstate
and/or foreign commerce, and is available from the
Policy Information Library on our web site.

TRAILERS

As noted earlier in this publication, the sale of a trailer
is generally subject to sales tax.



In-State Sales By Dealers

Kansas trailer dealers are required to collect Kansas
Retailers’ Sales Tax (state plus any applicable local sales
taxes) when the purchaser takes possession of a trailer
in Kansas. The dealer will provide the purchaser with
the same sales tax receipt form (ST-8) as a motor vehicle
dealer. This rule applies even when the purchaser
is a bona fide resident of another state and the
trailer will be removed from Kansas and registered
in another state. (Only motor vehicles, semi-trailers,
pole trailers and aircraft can be purchased by
nonresidents exempt from Kansas sales tax.)

A resident of Missouri buys a motorcycle
ﬂmﬂ#é@ | trailer from a Kansas dealer. Even though
gy W the trailer will be removed from Kansas
——\\ithin 10 days of the purchase date and
be registered and tagged in Missouri, Kansas Retailers’
Sales Tax must be collected on the trailer by the Kansas
dealer. (NOTE: Had the Missouri resident also
purchased a motorcycle from the same dealer, there
would be no Kansas Sales Tax on the motorcycle
because a it qualifies for a 10-day drive-out permit.)
e:ample@ |
TPy P dealer is obligated, as part of the sale, to
deliver the trailer to a Missouri location.
No Kansas sales tax is due; see K.A.R. 92-19-29.
(NOTE: By making the delivery to Missouri in their own
vehicle, the Kansas dealer may have established nexus
or a physical presence in Missouri, and be obligated to

register with Missouri to collect Missouri use tax on its
trailer sales to Missouri customers.)

A Missouri resident buys a motorcycle
trailer from a Kansas dealer. The Kansas

Out-of-State Trailer Purchases

Anyone who purchases a new or used trailer from
an out-of-state dealer must pay the state and local
Kansas Compensating Use Tax at the County
Treasurer’s office. Like Kansas Sales Tax, Kansas
Compensating Use Tax is imposed on the dealer’s gross
selling price, less any trade-in or other allowable
discount (such as a dealer’s discount). Gross selling
price includes every item of the sale: the trailer,
accessories, manufacturer’'s rebate, extended
warranties, optional warranties, freight and delivery
charges. Credit against the compensating use tax is
given for any state and local sales tax paid in the other
state. K.A.R. 92-19-30(I)(2).

Isolated or Occasional Trailer Sales

The isolated or occasional sale of any trailer
(including those with a gross weight of 2,000 pounds or
less) is subject to Kansas sales or use tax, K.S.A.
79-3603(0). However, trailers with a gross weight of
2,000 pounds or less are not required to be tagged or
registered, K.S.A. 8-143. Gross weight means the empty
weight of the trailer plus the maximum cargo weight of
the trailer. If the owner elects to tag and register the
trailer, the tax is paid to the County Treasurer. If the
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trailer is not tagged and registered, the tax is to be paid
to KDOR. See NOTICE 96-05 on our web site.

BOATS/WATERCRAFT

The retail sale, rental or lease of boats and watercraft
(i.e., jet skis, etc.) is subject to Kansas sales and
compensating use tax. The sale of a boat or watercraft
by a Kansas dealer to a nonresident of Kansas is subject
to Kansas sales tax when the buyer takes possession
of the boat in Kansas (see examples in previous
column). There is no 10-day drive-out permit for boats.

The purchase of a boat from a dealer located outside
of Kansas is subject to both state and local Kansas
Compensating Use Tax — K.S.A. 12-198. The tax situs
is the owner’s residence. The purchase of a boat from
an individual located outside of Kansas may qualify for
the isolated or occasional sales tax exemption. However,
with the purchase of a boat and trailer sales tax is due
the County Treasurer on the selling price or fair market
value of the trailer, unless the trailer has a gross weight
of less than 2,000 (see details above).

No Kansas sales tax is due on boat slip fees or
rentals, or boat and/or trailer storage.

NATIVE AMERICAN RESERVATION SALES

The sale of a vehicle to a member of a Native
American tribe which is negotiated, consummated and
delivered within the boundaries of the federally
recognized Native American Reservation in the state of
Kansas occupied by his/her tribe is exempt from Kansas
Retailers’ Sales and Compensating Use Tax. To be
exempt, the sale negotiations, signing of the purchase
contract, exchange of consideration, and delivery all
must be made within the boundaries of a federally
recognized Native American Reservation, AND the
Native American buyer must be a member of the tribe
that occupies the federally recognized Native American
Reservation on which the sale took place.

Before granting a tax exemption on a vehicle sale
County Treasurers should obtain a notarized statement
from the vehicle dealer stating that all negotiations,
signing of contracts, exchange of consideration and
delivery of the vehicle were made within the geographical
boundaries of a federally recognized Native American
Reservation, to a Native American who is a member of
the tribe that occupies the Reservation upon which the
sale of the vehicle took place.

Vehicles sold or leased to Native Americans are
subject to sales tax when the sale is made in Kansas
unless the dealer is located on the reservation. Kansas
motor vehicle dealers are prohibited from conducting
sales away from their established place of business.
Kansas dealers, therefore, cannot lawfully deliver
vehicles to the reservation without specific written
permission from the Director of Motor Vehicles.



Native Americans are subject to use tax when
purchasing a vehicle outside Kansas, to the extent
provided by K.S.A. 79-3704(c) and K.S.A. 79-3705 and
the vehicle is used off the reservation. Any vehicle that
is licensed in Kansas shall be presumed to be used off
the reservation. See also, Revenue Ruling 19-2002-1,
and Kansas law involving the licensure of vehicle sales,
K.S.A. 8-2401 et seq, specifically K.S.A. 8-2480.
ﬂf IMPORTANT: Motor vehicle dealers are limited

to specific geographical areas in which they
may make sales of motor vehicles, which may or may
not include Native American Reservations. Questions
as to whether a specific motor vehicle dealer is

authorized to make sales on a federally recognized
Native American Reservation should be addressed to:

Director of Vehicles
Kansas Department of Revenue
915 SW Harrison
Topeka, Kansas 66612
Phone (785) 296-3621

REGISTRATION BY MANUFACTURERS

Automotive manufacturers may register a vehicle
which they have manufactured in their own name - e.g.,
General Motors wants to title and register a new
Chevrolet in its name. The County Treasurer will collect
Kansas sales tax on the car, using 50% of the vehicle’s
suggested retail selling price as the sales tax base. This
is because a manufacturer will not pay tax on its own
labor to manufacture the vehicle; by agreement, 50%
of the cost is materials and 50% is labor.

REGISTRATION BY DEALERS

The registration of a vehicle by a Kansas licensed
motor vehicle dealer constitutes the taking of tangible
personal property from inventory - a taxable transaction.
When registering the vehicle in the dealership name,
the dealer will pay the applicable state and local sales
tax to the County Treasurer based on the cost of the
vehicle to the dealer.

Whenever a vehicle is registered by a Kansas
licensed motor vehicle dealer for the purpose of
subsequently leasing the vehicle, the dealer will claim a
resale exemption (see Rental Fleet, page 8). Sales tax
is not due when the dealer registers the vehicle because
the dealer will collect sales tax on each lease payment.
To claim an exemption, the dealer must provide the
County Treasurer with a Resale Exemption Certificate
(ST-28A) or claim the resale exemption using the
ST-8E on the County Treasurer’s VIPS program. On the
VIPS program, check the purchased for rental or lease
box and provide the dealer’s sales tax account number.

Whenever a vehicle which has been registered by a
licensed dealer, upon which sales tax has been paid, is
sold or title is otherwise transferred in a taxable
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transaction within 15 days from the date the vehicle was
registered by the dealer, the taking of the vehicle from
a stock of goods and the subsequent transfer shall
constitute a single transaction for sales tax purposes.
Upon the subsequent transfer, the dealer shall collect
sales tax from the ultimate consumer and may apply for
credit from the director of taxation for the sales tax paid
by the dealer to the County Treasurer. Registration by
a dealer and subsequent sale in excess of 15 days from
the date the vehicle was registered by the dealer shall
constitute 2 separate and taxable transactions.

On March 1 a licensed Kansas motor
ecample@ | vehicle dealer takes a car out of inventory,
(Vg Wy P registers it in her name and pays the sales
—— tax on her cost ($19,000) to the County
Treasurer. On March 16, the same dealer sells the car
to a customer and collects sales tax on the selling price
($20,000). The dealer may not apply to the director of
taxation for a refund of the sales that was paid by the
dealer (on the $19,000) to the County Treasurer.

s ADDITIONAL TAXES
:g\ AND REQUIREMENTS

DEALER LICENSING

Kansas law requires that any individual that sells five
or more vehicles within one calendar year is required
to be licensed as a vehicle dealer in the state of Kansas.
Dealer licensing is administered by the Division of
Vehicles within KDOR. All inquiries about dealer licensing
should be directed to Dealer Licensing at (785) 296-
3621 or visit our web site and select Your Vehicle.

FEDERAL EXCISE OR “LUXURY” TAX

The federal excise tax (also referred to as the luxury
tax) on sales of luxury passenger vehicles expired after
December 31, 2002. However, this tax continues to apply
to payments received for long-term leases of luxury
passenger vehicles entered into before January 1, 2003.
When due, this federal tax is in addition to the Kansas
Retailers’ Sales Tax and should be separately stated
on the invoice. If the tax is not separately stated, it
becomes part of the total gross receipts of the sale,
and therefore part of the sales tax base subject to state
and local sales tax.

For more information about this and other federal
business taxes, contact the IRS (Internal Revenue
Service).

VEHICLE RENTAL EXCISE TAX

Kansas also imposes a Vehicle Rental Excise Tax of
3.5% (.035) on the gross receipts received from the



rental or lease not exceeding twenty-eight (28) days of
a motor vehicle having a gross vehicle weight not
exceeding 12,000 pounds. This tax is in addition to the
Kansas Retailers’ Sales Tax and is computed on the
same tax base (including taxes, insurance, etc.). The
amount of the vehicle rental excise tax is not subject to
sales tax if it is separately stated on the invoice.

Auto Rentals, of Dwight, KS rents a midsize
ecample@l auto for $199 per week. Auto Rentals is
(g Wy P required to collect Kansas Retailers’ Sales
—— Tax on the $199 ($199 X 7.3% = $14.53)
and the separately stated Vehicle Rental Excise Tax
($199 X 3.5% = $7.76) for a total amount weekly
payment of $221.29.

The Vehicle Rental Excise Tax is in lieu of ad-valorem
(personal property) tax on these business assets. A
rental car company collecting the Vehicle Rental Excise
Tax on its gross receipts received from leases and
rentals not exceeding 28 days is relieved of paying
ad-valorem or property tax on its rental fleet when it
furnishes the County Treasurer with: 1) proof that it has
been issued a registration number for the Vehicle Rental
Excise Tax by KDOR; and, 2) a list identifying each rental
vehicle by license plate nhumber, vehicle identification
number (VIN), year, make and model.

Vehicles which are usually rented for periods
exceeding 28 days are not subject to the Vehicle Rental
Excise Tax, but are subject to the county ad-valorem
(property) tax. The Vehicle Rental Excise Tax is not due
on vehicles rented outside of Kansas.

TIRE EXCISE TAX

Kansas imposed a tire excise tax on the retail sale of
new vehicle tires on July 1, 1990. There are two general
types of new tire sales subject to the tire excise tax: 1)
sale of new vehicle tires by a tire retailer; and, 2) sale
of new tires mounted on a new or used vehicle sold at
retail for the first time.

Therefore, all vehicle and implement dealers, as well
as all tire retailers, must be registered with KDOR to
collect this tax from its customers. Like Kansas sales
tax, the tax is paid by the customer to the tire retailer or
vehicle dealer. The retailer is responsible for collecting
it from the final user or consumer. The retailer holds it
in trust for the state and then remits it to KDOR on a
regular basis using the Tire Excise Tax Return (TE-1)
provided by KDOR.

The tire excise tax is 25 cents on each new vehicle
tire sold. The tire excise tax is in addition to any federal
tax or the Kansas sales tax due on these retail sales,
and should be listed separately on the invoice for the
new vehicle or new tires. Following are examples of sales
that are subject to the tire excise tax.

* New tires sold to the final user or consumer,
including, but not limited to: individuals and
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corporations; farmers and ranchers; and, entities
exempt from Kansas sales tax.

* New tires mounted on new vehicles.

* New tires installed on vehicles in Kansas even
though the buyer is a resident of another state.

* New tires sold to a vehicle, implement, or
equipment dealer for installation on a used
vehicle being held for resale.

* New tires sold for a truck mounted with a
spreader or a mixer-feed truck used to dispense
feed in a feedlot.

 Tires sold to persons in the business of leasing
and renting vehicles, including vehicles leased to
interstate common carriers.

The tire excise tax is separate from Kansas sales
tax. Some tire sales that are exempt from Kansas sales
tax are subject to the tire excise tax.

New or used farm machinery and
ecample@l equipment, repair, and replacement parts
LA (including new tires) are exempt from
— Sales tax by law. However, when new tires
for a combine are purchased, the tire excise tax is due.
The new tires on a new combine are also subject to the
tire excise tax.

Other tire sales that are exempt from sales tax but
are subject to the tire excise tax include the new tires
on a new vehicle, and new tires sold to interstate
common carriers or to sales tax exempt buyers
discussed previously. (Their exemption applies ONLY
to the sales tax on their direct purchases of new tires;
they are not exempt from paying the tire excise tax.)
Only the U.S. Government is exempt from paying the
tire excise tax. The tire excise tax does not apply to
these tire sales:

» Used, recapped, or retreaded tires.

» A spare tire included in the sale of a new vehicle

* Innertubes.

* New tires for vehicles not authorized or allowed to
operate on public streets and highways, such as
garden tractors, ATVs and wheelbarrows.

* New tires for vehicles powered by humans, such
as bicycles and tricycles.

* New tires for mobile homes or manufactured homes.

* New tires delivered by the retailer to a point
outside Kansas or delivered to an interstate
common carrier for transportation to a point
outside the state. (These sales must be
documented in the seller’s records by a bill of
lading or an invoice showing an out-of-state
address.)

* New tires sold by one registered tire retailer to
another registered tire retailer. The Tire Retailer
Exemption Certificate (ST-28T) must be
completed and kept in the seller’s records for the
exemption to be valid.

Vehicle and implement dealers as well as tire retailers
should obtain Pub. KS-1530, Kansas Tire Excise Tax,



from our web site. This publication explains the tax and
how to report and pay it in greater detail.

PERSONAL PROPERTY TAX

Vehicles are subject to an annual assessment of
personal property tax. The property tax is administered
by the county in which the vehicle is registered.

Businesses in general are also subject to personal
property tax on their business use property to the county
in which their business is located. Businesses paying
this property tax may also qualify to claim the Kansas
Business Machinery and Equipment Property Tax credit
on their income tax return (see Kansas Income Tax
Credits that follows).

Inventory property tax exemption. A property tax
exemption exists for a merchant’'s inventory when the
personal property, such as a vehicle, is held for sale in
the ordinary course of business.

For more information about the personal property
tax discussed here, contact the County Appraiser’s office
in the county in which your business is located.

KANSAS WITHHOLDING TAX

This tax is deducted by employers and payors from
wages paid to employees to prepay the employee’s
income tax liability. 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. In addition to being registered
with KDOR (see Reporting and Paying Sales Tax),
employers must register with the Kansas Department
of Labor and the Internal Revenue Service.

For instructions and the computation of Kansas
withholding tax, obtain a copy of Pub. KW-100, Kansas
Withholding Tax Guide. This publication and the Kansas
Form K-4 are available on our web site.

§ REPORTING AND
“25 <7 PAYING SALES TAX

TAXREGISTRATION

In addition to your dealer’s license from the Division
of Vehicles, you must register for sales tax; tire excise tax;
and if you have employees, withholding tax.

To register, visit the Business Tax section of our web
site (ksrevenue.org). You will be linked to the Kansas

Business Center to complete the application, receive
your account number and print your registration
certificate. For complete instructions about the
application process, obtain Pub. KS-1216, Kansas
Business Tax Application Booklet, from our web site.

Once your application is processed, reporting
numbers will be assigned, and registration certificates
issued. Your sales tax registration must be displayed in
a conspicuous location in your business to let your
customers know that you are duly registered to collect
and remit the state and local sales tax.

RETAILER RESPONSIBILITIES

Kansas retailers (vehicle dealers) are responsible
for collecting the full amount of sales tax due on each
sale to the final user or consumer. All Kansas retailers
should follow this cardinal rule:

ALL RETAIL SALES OF GOODS AND ENUMERATED SERVICES
ARE CONSIDERED TAXABLE UNLESS SPECIFICALLY EXEMPT.

Therefore, for every sale of merchandise or taxable
service in Kansas, the sales receipt, invoice, or bill must:
1) show that the total amount of sales tax due was
collected; or, 2) be accompanied by a completed
exemption certificate. Retailers who follow this rule will
avoid the expense of having to pay sales tax on items
they sold without collecting the tax or obtaining a
completed exemption certificate.

COLLECTING TAX FROM YOUR CUSTOMERS

There are two acceptable ways to collect sales tax
from your customers. The sales tax must either be
separately stated as a line item on an invoice or included
in the price of the item.

The most common method is to separately state the
tax due on the invoice, bill, receipt, or other evidence of
the transaction. If the tax is a line item it must be clearly
stated to the public as sales tax and there must be a
separate line on the invoice or receipt for the sales tax.

If the tax is included in the price, it must be clearly
stated to the public that the price includes all applicable
sales taxes. This method is often used when it is not
practical to add the tax at the point of sale, such as
vending machine sales or sales of concessions where
a large volume of sales need to be made quickly.

f ) CAUTION: When sales tax is included in the
m price, you must compute the total sales without

| tax before reporting the gross sales on the
sales tax return.

Amounts collected as Kansas sales tax must be
remitted to the state. If too much tax is collected, it must
be refunded to the customer or remitted to the state.



ﬂﬁ' IMPORTANT: It is illegal for a retailer to
advertise to the public or any consumer
(directly or indirectly) that the sales/use tax or any part
of the tax will be paid or absorbed by the retailer; that
the sales/use tax is not a part of the price to the
consumer; or, that when sales/use tax is added to the
price that all or part of it will be refunded.

RECORD KEEPING

It is important to keep adequate records of all aspects
of your business operation. Good records allow you to
accurately file the tax returns and claim any allowable
deductions and exemptions. Your business tax records
must contain the following documents and information:

» Gross receipts for the sale, rental or lease of
all tangible personal property and all services
provided in Kansas, regardless of whether
considered taxable or nontaxable;

« all deductions allowed and claimed on sales tax
returns;

 the cost of all inventory, equipment and fixtures;

« all exemption certificates; and

e a true and complete inventory taken at least
once a year.

For sales and use tax purposes you must keep these
records for your current year of business and three
prior years. Some records, such as the purchase price
of equipment and fixtures, must be kept longer for
federal income tax purposes.

YOUR FILING FREQUENCY

How often you will file and pay your sales tax is
determined by the volume of your retail business. The
filing frequency for your first year of business is based
on the estimated amount of tax liability you reported on
your business tax application. Most dealerships
report their sales and tax collected on a monthly
basis. Sales tax returns are due on the 25th of the
month following the end of the reporting period. For
more information about filing frequencies, see Pub.
KS-1510, available on our web site.

FILE AND PAY OPTIONS  Welfamn®

Since July 1, 2010, it has been a requirement that
businesses submit their Retailers' Sales, Compensating
Use taxes, and Withholding Tax returns electronically.
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Kansas offers several electronic filing solutions (see
chart on next page). You can use WebTax for on-line
filing and payment for most business tax accounts.
First, create a user login ID and select a password then
attach your business tax accounts. Each tax account
has a unique access code that only needs to be
entered once. This access code binds your account to
your login ID. For future filings, you simply log into your
account using your self-selected user login and
password. A history of all returns filed or payments made
is retained in WebTax.

You can also use TeleFile, the telephone option, to
file returns and make payments for several tax accounts.
Like WebTax, you will need your access code to begin.
TeleFile requires that you use this access code each
time you file or make payment.

Annual Sales and Use Tax zero filers: You may
use your touch-tone telephone to file your annual multi-
jurisdiction tax returns if you are reporting zero sales.
Like the other telephone application, you will need your
access code to complete your filing.

Your access code for our electronic filing systems
is printed on the Sales Tax Rate Change postcard that
annual filers receive each quarter. If you cannot locate
your access code, call our Taxpayer Assistance line at
785-368-8222 and press 5. If you prefer you may email
your request to: eservices@kdor.ks.gov

Electronic tax payments must be made on or
before the due date. Using WebTax, you can have your
tax payment electronically debited from your bank
account (ACH Debit). You may choose to initiate your
tax payment through your bank (ACH Credit*). Credit
card payments are also accepted through third-party
vendors. Visit our web site at webtax.org for a current
list of vendors and their services.

* AForm EF-101, Authorization for Electronic Funds Transfer, must be
completed for ACH Credit before using the EFT payment method. This
form is available on our web site at: ksrevenue.org

WebTax and TeleFile are simple, safe, and FREE
and conveniently available 24 hours a day, 7 days a
week. You also receive immediate confirmation that your
return is filed. Refer to your tax type in the table on the
following page to find the electronic filing and payment
options available to you.

Refer to your tax type in the table on the next page
to find the electronic filing and payment options available
to you.



ELECTRONIC FILE and PAY OPTIONS

For assistance with filing your return or making your payment electronically, contact our Electronic Services staff at 1-800-525-3901.
If in Topeka, call 296-6993. You may also e-mail Electronic Services at: eservices@kdor.ks.gov

Retailers' Sales and Compensating Use Tax

ELECTRONIC PROGRAM DESCRIPTION FORMS REQUIREMENTS GETTING STARTED
OPTIONS ACCEPTED
ONLINE Use WebTax to file single and multiple « ST-16 * Internet » Go to webtax.org and click the “Use
webtax.org | jurisdiction sales and use tax returns. « ST-36 access WebTax Now” button.
WebTax allows filers to upload jurisdictions |+ cT-ou | * Access » Create a user login and a password.
and tax payments directly into returns. Users |, ~T.10u Code(s) > Contact KDOR for your access code.
can also copy jurisdiction information from * EIN .
- } . . » Connect your tax account to your login
previous returns into their current return; « EF-101 f i
L . - orm and begin filing.
saving time and improving accuracy. (ACH Credit
Payments)
BY PHONE This TeleFile system can be used to file e ST-16 e Touch-tone |>» Complete a TeleFile worksheet. You may
877-317-5639 | single jurisdiction returns. It may also be telephone download it from our web site at:
used for annual filers with multi-jurisdictions ' « TeleFile http://ksrevenue.org/forms-btsales.html
d tax to report. Using a touch-tone With zero or you may make copies of your current
and zero 1a port. Using sales: worksheet y Yy pie y :
phone, tax information is entered from a ST-36 . Access worksheet to use for filing future periods.
completed Worksr_\eet into the TeleFile } Code(s) > Contact KDOR for your access code.
system. Your assigned access code and « CT-9U
federal Employer Identification Number (EIN) |+ cT-10U | * EIN > Call 1-877-317-5639 and use your
remains the same for each filing period. access code and your federal EIN to
access the TeleFile system. Using the
keypads on a touch-tone phone, enter
the information from your worksheet.
Withholding Tax
ELECTRONIC PROGRAM DESCRIPTION FORMS REQUIREMENTS GETTING STARTED
OPTIONS ACCEPTED
ONLINE KW-5 Deposit Reports can be made using |« KW-3 * Internet » Go to webtax.org and click the “Use
webtax.org | the WebTax application. After connectingto |, .5 access WebTax Now” button.
your withholding account,_5|mply click the . W2 « Access > Create a user login and a password.
“Make an EFT Payment” link to complete Code(s)
your filing and make payment. WebTax also |+ 1099 EIN » Contact KDOR for your access code.
allows you to file your KW-3 Annual » Connect your tax account to your login
Withholding Tax return and W-2/1099 * EF-101 form and begin filing.
Withholding Reports electronically. (ACHCredit | e and complete a form EF-101
o . Payments) "
A Form EF-101, Authorization for Electronic (ACH Credit* payers only).
Funds Transfer, must be completed for
ACH Credit* before using the EFT payment
method. This form is available on our web
site at: ksrevenue.org
BY PHONE A KW-5 return with payment can be made |« KW-5 » Touch-tone |» Go online and complete a Form EF-101.

877-600-5640

through the EFT payments telephone system.

AForm EF-101, Authorization for Electronic
Funds Transfer, must be submitted for ACH
Debit* before using the EFT payment
method. This form is available on our web
site at: ksrevenue.org

telephone

e Access
Code(s)

* EIN

* EF-101 form

(ACH Credit
Payments)

Contact KDOR for your access code.

Call 1-877-600-5640 and use your
access code and your federal EIN to
access the EFT Payment system. Using
the keypads of your touch-tone phone,
follow the phone prompts to complete
your payment and submit your return.

* ACH Debit: Kansas Department of Revenue debits the tax payment from your bank account. ACH Credit: You initiate a tax payment through your bank.
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EXAMPLES AND STEPS FOR FILING RETURNS

This section contains examples and steps for
completing Kansas Retailers’ Sales Tax returns
electronically. Two different return types are illustrated:
ST-16 — used by single jurisdiction filers whose filing
status is not pre-paid monthly (annual tax over $32,000);
and ST-36 — used by dealers reporting for more than
one location and/or jurisdiction, and/or whose filing
status is pre-paid monthly.

Note that the examples shown in this section
are for illustration purposes only and may not
contain current sales tax rates. You can, however,
use these examples to assist you in filing your return
electronically. See page 23 or go to our web site at
webtax.org to determine the electronic filing option that
is best for you.

NOTE: Examples and steps for filing a Kansas Compensating Use
Tax Return (CT-10U) electronically can be found in Pub. KS-1510,
available on our web site.

o)

David runs a small used car lot in Topeka with approximately $200,000 of gross sales per year. David is
registered with KDOR and because his annual sales tax collection are over $1,600, he is required to remit
and report Kansas retailers’ sales tax on a monthly basis. During the month of August David sold four
used cars to customers for a total $33,500 (not including the tax). David also sold one car to another

dealer for $6,000, and he took one vehicle out of inventory and gave it as a gift to his niece. David had purchased the
gift car for $2,400. Finally, he took one vehicle out of inventory to tag for his personal use. This vehicle cost David
$10,000. The sales tax calculations and the August return follows.

Figure the total receipts for the month, exclusive of
tax: $33,500 + $6,000 + $2,400 = $41,900

STEP1
STEP

STEP3

Go to webtax.org to begin the filing process. Click
Use WebTax Now. If you are a first time user click
Register Now; if already registered, click Sign In.

After signing into WebTax, click Business Accounts.
Then click Add Account to this Login and follow
the instructions to add your tax account. After
account appears, click on Manage Account and
your account screen will appear. Click Save. NOTE:
Once you have added your account, it will be retained
in the system for future filing periods.

Click File a Return. An informational page will
appear with messages regarding important
updates and/or tips for using the system. Please
take the time to read this information before clicking
Continue at the bottom of the page.

STEPd

Review the information for the account you added.
From the drop-down menu options, select your filing

SIEP

period, August, and tax year, then click the radio
button for the return type. In this example, select
Original. Click Continue to proceed to Part II.

Enter the nontaxable and exempt sales deductions
by category in Part Il of the return — $6,000 in line A
and $2,400 in line N. Click Calculate to get your
total deductions, then click Continue to proceed to
Part . NOTE: The system will carry over to Part | the
information you entered in Part II.

STEP 6

Enter your gross receipts on line 1 — $41,900. Enter
the cost of the inventory used personally on line 2.
Note that motor vehicle dealers are required to pay
sales tax to the County Treasurer at the time of
registration. Thus, the amount on line 2 is $0.

STEP1

Select your payment option: ACH Debit, ACH Credit,
or Check w/Voucher. For definitions of the ACH
Credit and ACH Debit payment options, see page
19. Click Continue for the verification screen. Verify
all entries and click Submit Return.

STEPS

LOCAL COMPENSATING USE TAX

In the example above, David sold three used cars.
The sales price, customer’s residence and sales tax
rate for each are as follows:

$ 6,890 Silver Lake 6.45%
$11,610 Topeka 7.95%
$10,000 De Soto (JO CO)  8.15%

When David sold these cars, he was required to
collect the sales tax rate in effect at his place of business
within the city limits of Topeka - 7.95% when this guide
was published. David has no local compensating use
tax obligations.
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However, the customers who do not live in Topeka
and therefore will register their vehicles in another city
or county may owe a local compensating use tax
(payable to the county treasurer for that county). This
local use tax is due when the state and local tax rate
where the vehicle is registered is higher than the sales
tax rate at the dealer’s location.

The De Soto customer will pay Local Compensating
Use Tax to the Johnson County Treasurer in the amount
of $70. (8.15% - 7.45% = .7% X $10,000 = $70)

The Silver Lake and Topeka customers will not owe
any Local Compensating Use Tax when they register
their autos. Although the sales tax is lower in Silver
Lake than at David’'s place of business, no rebate of
tax is due the Silver Lake customer.



PRE-PAID MONTHLY FILING STATUS

Each year KDOR reviews the filing history of all sales
tax accounts in order to make sure retailers report sales
tax according to the filing frequencies established in
the law (K.S.A. 79-3607). Monthly filers with an annual
sales tax liability exceeding $32,000 are notified by mail
that beginning January 1 of the coming year they must
file on a “pre-paid monthly” basis.

This filing status requires a retailer to pre-pay its
sales tax collections for the first 15 days of each month
on or before the 25th of that same month. A pre-paid
monthly filer will be in compliance if the amount of tax
reported for the first 15 days of each month is either:

1) 90% of the actual amount of tax collected for
the first 15 days of the following month, or
50% of the tax liability for the same month of the
previous year.

2)

NOTE: Do not file on a pre-paid monthly basis unless KDOR has
notified you in writing of the change in your filing frequency, or you
were initially registered with KDOR as a pre-paid monthly filer.

Monthly to Pre-Paid Monthly Transition

When you are notified that your sales tax filing status
will change January 1 from monthly to pre-paid monthly,
you may no longer file a form type ST-16. You must
begin using form type ST-36 to report your tax
collections. Follow these steps to make the transition
from monthly to pre-paid monthly reporting.

December reporting. File by January 25 in the same
manner as all prior monthly filings.

January reporting. File by February 25 using form type
ST-36. Report all of the January sales tax collections
on line 1, Part I, and all of the sales tax collections
for the first 15 days of February on line 4 of Part I.

February reporting. File not later than March 25,
reporting all of the February sales tax collections
on line 1, Part I. Enter on line 4, Part | the amount of
sales tax collections for the first 15 days of March.
Enter on line 5 of Part I, the amount from Line 4,
Part | of the January return (i.e., the tax pre-paid for
the first 15 days of February).

A monthly filer has been notified by KDOR
e’fall‘l‘lple®| to begin filing pre-paid monthly. The total
v tax collected for January is $15,000. The
— total tax collected for the first 15 days of
February is $7,500. Lines 1- 6 of Part | of the ST-36 for
January would be completed as follows:

o0k wd R

The total sales tax collections for February are
$14,000, and the total tax collected for the first 15 days
of March is $7,000. Lines 1-6 of Part | of the ST-36 for
February are:
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Reporting Sales for Multiple Locations and/or
Pre-Paid Monthly Filing Status

The following example and corresponding steps
illustrate how to correctly report for pre-paid monthly
filing status and multiple locations on form type ST-36.

NOTE: Retailers reporting sales from more than one business location

(whether permanent or temporary), or whose filing status is prepaid
monthly must use form type ST-36.

)

October 1-15 is $13,000.

ABC Corporation, headquartered in Chanute, Kansas, owns dealer ships in Fredonia and Chanute.
Both locations sell new and used vehicles and have service departments. The gross sales (without tax),
merchandise consumed, and deduction amounts by category for each location are listed below. ABC
Corporation is a pre-paid monthly filer; its pre-payment for Sept 1-15 was $14,000; the tax collected

CHANUTE FREDONIA
Gross Sales $ 247,598.28 $ 178,520.45
Merchandise Consumed 1,241.18 766.34
Total Deductions: 56,429.57 11,259.38
Deductions by Type:
Resale $ 3,129.57 $ 533.38
Trade-in Allowances 35,200.00 7,326.00
Exempt entities 15,100.00 3,400.00
Out of state sales 3,000.00 0.00

In the steps that follow, instructions are given for the first location, Chanute. Repeat these same steps for each

location.
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Go to webtax.org to begin the filing process. Click
Use WebTax Now. If you are a first time user click
Register Now; if already registered, click Sign In.

STEP
STEP

After signing into WebTax, click Business Accounts.
Then click Add Account to this Login and follow
the instructions to add your tax account. After
account appears, click on Manage Account and
your account screen will appear. Click Save. NOTE:
Once you have added your account, it will be
retained in the system for future filing periods.

Click File a Return. An informational page will
appear with messages regarding important
updates and/or tips for using the system. Please
take the time to read this information before clicking
Continue at the bottom of the page.

STEP

Review the information for the account you added.
From the drop-down menu options, select your filing
period, July, and tax year, 2011 then click the radio
button for the return type. In this example, select
Original. You may choose to have WebTax
remember your jurisdictions by clicking that radio
button, or you have the option to upload from another
file or enter them manually. Make your selection
and click Continue.

SIEP

To add the applicable jurisdictions to this filing
period, click Add Jurisdictions. Enter the
jurisdiction code or the jurisdiction name, then click
Lookup Jurisdiction. From the list, choose the
appropriate jurisdiction (for this example, Chanute
is CHANO) and click Add Selected. Repeat this
step until all applicable jurisdictions have been
added, then click Continue.

STEP

Enter under Gross Sales, the gross receipts
(taxable and nontaxable) for the month in each
local jurisdiction. For example, gross sales for
Chanute is $247,598.28.

STEP 6

Enter under Merchandise Consumed By You the
cost of the goods consumed at each location upon
which no sales tax has been paid. For example,
the cost of merchandise consumed in Chanute is
$1,241.18.

STEPT

Enter under (Non-Utility) Deductions the total
deductions (nontaxable and exempt sales) for
each jurisdiction. For example, the deductions for
Chanute are $56,429.57. Click Calculate and
verify the net tax amounts, then click Continue.

STEPS

Complete Part Il. Itemize by category the
deductions for all business locations on the
applicable line. For this example you will have
entries on lines A, B, C and M. Note: Line O of Part
Il should equal the total of (Non-Utility) Deductions
from Part lll. Click Calculate and Continue.

STEPY

Verify the information populated in Part I. As a
pre-paid monthly filer, enter the tax collected for
the first 15 days of September on line 4, and enter
the tax pre-paid from line 4 of the July return on
line 6. Click Calculate and Continue.

STEP10

Select your payment option: ACH Debit, ACH
Credit, or Check w/Voucher. For definitions of the
ACH Credit and ACH Debit payment options, see
page 19. Click Continue for the verification screen.
Verify all entries and click Submit Return.

STEPTH

M axaton
' RESOURCES

]

When there is a question that is not answered in this
publication, contact KDOR. Do not guess. Clarification
of whether a purchase or sale is taxable or exempt will
save you time in dealing with the issue in the future.
Resolving issues of taxability could also save you
money; you will be taking full advantage of the
exemptions available and avoiding costly sales or use
tax deficiencies on taxable purchases.

Use the following KDOR resources to obtain
information and clarification on Kansas tax matters and
to resolve questions of taxability.

1) Tax Assistance Center

2) Web Site

3) Policy Information Library

4)  Written Rulings

5) Key Statutes and Regulations
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TAX ASSISTANCE CENTER

Many questions can be answered by the customer
representatives in our Taxpayer Assistance Center in
Topeka. However, like many businesses, KDOR uses
an automated answering system to direct incoming calls
to the appropriate area. See the back cover of this
publication for our taxpayer assistance center address
and phone numbers.

WEB SITE — ksrevenue.org

Our web site contains information about all aspects
of KDOR. Forms, informational publications, exemption
certificates and information about all the taxes
administered by KDOR are published here. Each
division of KDOR is represented. Other divisions of
interest to contractors are the Division of Property
Valuation which administers property valuation for
agricultural, residential and commercial uses, and the
Division of Vehicles, responsible for vehicle registrations
and driver’s licenses.



ELecTroNic SERvicEs WEB SiTE — webtax.org —This
KDOR web site is devoted to the paperless options
available to Kansas business and income taxpayers for
returns and tax payments. Through this web site KDOR
provides instructions and free software to web file
several types of tax returns and your sales tax return
may be TeleFiled using the key pads of your touch-
tone telephone. We also offer electronic funds transfer
(EFT) payment options through the Automated Clearing
House (ACH) system used by banks and financial
institutions. See also Your File and Pay Options.

POLICY INFORMATION LIBRARY

Another service available to taxpayers on our web
site is a library of policy information for all taxes
administered by KDOR. This policy library contains the
Kansas Statutes and Regulations, Revenue Notices,
Revenue Rulings and other written advice issued by
KDOR. Opinion Letters and Private Letter Rulings (see
Written Rulings) are also included. For ease in locating
information, the library may be searched by tax type
and topic.

WRITTEN RULINGS

Despite the amount of written information available
in our policy library, there are unique situations that
may require an interpretation or clarification based upon
the law, regulations, and specific facts of the case.

NOTE: DO NOT rely on a verbal opinion from KDOR regarding issues
of taxability not specifically addressed in the law.

To assist you in understanding how the law applies
to your business, KDOR issues three types of written
advice: revenue notices, revenue rulings, and private
letter rulings. This written advice is 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 modified or rescinded by KDOR.

When an issue arises in your business that is not
directly addressed in the law, document the problem or
guestion in writing and request a Private Letter Ruling
or an Opinion Letter from KDOR.
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Mail or fax your request for a written ruling to:

Office of Policy and Research
Kansas Department of Revenue
915 SW Harrison St.
Topeka, KS 66625-0001
Fax: (785) 296-7928

You will receive a written ruling within 30 days after
your request (and any additional information necessary
for the ruling) is received.

Private letter rulings are published in our Policy
Information Library. 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.

§ CAUTION: Although published as part of our
policy library, a private letter ruling is limited to
| the requesting taxpayer and that taxpayer’s

specific factual situation. It cannot be relied upon or
cited by any other person.

KEY STATUTES AND REGULATIONS

To prepare this guide we have used or cited the
following laws and regulations. The full text of these are
a part of the Policy Library on our web site and are also
available in libraries throughout the state.

Statutes

K.S.A. 8-126 - Vehicle definitions

K.S.A. 12-187 et seq. - Local sales tax

K.S.A. 12-199 - Local compensating use tax
K.S.A. 79-3201 et seq. - Income tax

K.S.A. 79-3401 et seq. - Motor fuel tax

K.S.A. 79-3601 et seq. - Retailers’ sales tax
K.S.A. 79-3606 et seq. - Sales tax exemptions
K.S.A. 79-3701 et seq. - Compensating use tax

Regulations

K.A.R. 92-19-25b - Exemption certificates
K.A.R. 92-19-30 - Motor Vehicles or Trailers *
K.A.R. 92-19-30a - Motor vehicles or Trailers *

* These important regulations are on the next two pages of
this publication.



K.A.R. 92-19-30. Motor vehicles or trailers; isolated or
occasional sale. (a)(1) An isolated or occasional sale of motor
vehicle or trailer is a sale made between private individuals or
other entities who, at the time of the sale, are not retailers registered
to collect and remit sales or use tax on the sale of such a vehicle or
trailer.

(2) Kansas motor vehicle dealers and trailer dealers are retailers
and cannot make isolated or occasional sales of vehicles or trailers.
These dealers shall collect sales tax at the time of the sale on each
taxable retail sale of a motor vehicle or trailer.

(b)(1) Unless a sale is one that is excepted from the imposition
of sales tax by K.S.A. 79-3603(0) or exempted from tax under K.S.A.
79-3606, and amendments thereto, sales tax shall be levied on the
isolated or occasional sale of a motor vehicle or trailer. Tax on the
isolated or occasional sale of a motor vehicle or trailer shall be
paid to the county treasurer when the purchaser or other transferee
applies for a certificate of title or a certificate of title and registration
or to the director of taxation, as provided in paragraph (c)(3).

(2) When a person who has acquired a vehicle in an isolated or
occasional sales transaction applies for a certificate of title or
certificate of title and registration, the county treasurer shall collect
the sales tax that is due along with a service fee of 50 cents, and
give the applicant a receipt for the tax and fee paid. A certificate of
title or certificate of title and registration shall not be issued until the
transferee pays the tax and applicable fee or proves to the
satisfaction of the county treasurer or the director of taxation that the
transfer is not taxable.

(c)(1) County treasurers shall be assisted by the director of
taxation or director of vehicles in determining whether or not a
transaction is taxable or exempt. Refusal to issue a certificate of
title or certificate of title and registration for a vehicle may be
requested by the director of taxation or director of vehicles until
sales tax is paid. Sales tax shall be collected by a county treasurer
if any doubt exists as to an applicant’'s exemption claim. An applicant
who pays sales tax may file a refund claim with the director of
taxation if the applicant believes the tax has been erroneously
collected by county treasurer or department of revenue.

(2) Each determination made by a county treasurer to exempt an
isolated or occasional sale may be reviewed by the director of
taxation. Following this review, a sales tax assessment may be
issued to the vehicle registrant for any sales tax that is unpaid or
underpaid because of clerical error, misinformation, or other cause.

(3) Any sales tax that is finally determined to be due under an
assessment shall be paid to the director of taxation. Payment of
sales or use tax on isolated or occasional sales of motor vehicles
or trailers may be made to the director of taxation instead of the
county treasurer, as provided in paragraph (b)(1), to correct any
other underpayment or as an accommodation to the taxpayer.

(d) As a general rule, the base for computing the tax shall be the
actual selling price of the vehicle. However, the tax shall be
computed on the fair market value of the vehicle by the county
treasurer or the director of taxation under either of the following
circumstances:

(1) The selling price of the vehicle is unknown; or

(2) the stated selling price is not indicative of, and bears no
reasonable relationship to, the fair market value of the vehicle or the
average retail value as shown in the latest publication of the national
automobile dealers’ association official used car guide book.

(e) The actual selling price shall be the base for computing the
tax on the sale of wrecked or damaged vehicles.

(1) “Sale” or “sales” means the exchange of property, a sale
for money, and every other transaction in which consideration is
given, whether conditional or otherwise.

(2) “Vehicle” means motor vehicle or trailer.

(3) “Transferor” means the seller, donor, or other person who
sells, gives away, or otherwise parts with the vehicle.

(4) “Transferee” means the purchaser, donee, or other person
who purchases, is given, or otherwise acquires ownership of the
vehicle.
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(9) K.S.A. 79-3603(0), and amendments thereto, which imposes
sales tax on isolated or occasional sale of trailers and motor
vehicles, excepts the following transfers or sales from the tax
imposition on these isolated or occasional sales:

(1) Transfers by an individual to a corporation solely in exchange
for stock in the corporation;

(2) transfers from one corporation to another corporation when
done as part of the transfer of all the corporate assets; and

(3) sales of automobiles, light trucks, trailers or motorcycles
between immediate family members.

(h) “Immediate family member” is any person in a class that is
defined by statute to mean lineal ascendants and descendants
and their spouses. Since a person may have lineal ascendants
and descendants and may also be the spouse of someone who
has lineal ascendants and descendants, this class includes the
grandfather, grandmother, father, mother, son, daughter, and
adopted child of the person; the spouses of these ascendants and
descendants; the grandfather, grandmother, father, mother, son,
daughter, and adopted child of the person’s spouse; and any other
ascendants and descendants that are further removed, including
great-grandparents and great-grandchildren. The sale or transfer
of an automobile, light truck, trailer or motorcycle between members
of this class shall be exempt from sales tax.

(i) Certain transfers of motor vehicles or trailers are not sales,
as defined in paragraph (f)(1), and shall not be taxed. These include
name changes, transfers by gift, and certain transfers made by
operation of law. The following rules shall apply to these transfers.

(1) Atransfer shall be presumed to be a gift when the transferee
is the spouse, mother, father, brother, sister, child, grandmother or
grandfather, aunt, uncle, niece, or nephew of the transferor and
money is not exchanged for the vehicle. Agift shall also be presumed
when these relatives trade or exchange vehicles and money is not
exchanged as part of the trade or exchange. However, if money is
exchanged for the vehicle, the transfer shall be taxable, unless the
sale is exempted as set forth in subsection (h).

(2) Avehicle transfer by gift is not a sale and shall not be taxed.
To qualify as a gift, the vehicle shall be given without any
consideration and with an intention on the part of the donor that the
transfer is a gift. When the relationship of the parties is not one of
the relationships set forth above in paragraph (i)(1), the transferee
claiming the transfer is a gift shall submit proof of this claim to the
satisfaction of the county treasurer or director of taxation.

(3) The change of an owner’'s name on the title when there is no
actual transfer of vehicle ownership to a different person or entity is
not a sale and shall not be taxed. However, the transfer of a motor
vehicle or trailer from a corporation to an individual shall be taxed
since there is a change of ownership from one legal entity to another.
The vehicle transfer shall be presumed to be the corporation’s
payment of a wage, dividend, bonus, or other benefit to the officer,
employee, shareholder, or other transferee.

(4) A transfer to an heir or legatee by will or pursuant to the
inheritance or intestacy laws of a state is not a sale and shall not be
taxed. A certified copy of the probate court order making the
distribution shall be filed with the county treasurer.

(5) The sale to a person who takes title to a vehicle with the
intention of transferring it to the winner of a drawing or raffle shall
be taxed. The subsequent transfer of the vehicle to the winner of a
drawing or raffle is a gift from the donor to the winner and shall not
be taxed. When a donor pays a motor vehicle dealer for a vehicle
and the vehicle is transferred from the dealer directly to the winner
of a drawing or raffle, the gift is considered to be the payment made
for the automobile rather than the automobile itself, and the winner
shall be liable for the sales tax that is charged by the dealer on the
vehicle sale. Whenever a vehicle is won as a prize and sales tax
has not been paid by either the vehicle donor or vehicle winner to
this state or another state, the winner shall pay Kansas sales or
use tax when the vehicle is registered with the county treasurer.

(6) When the title to a vehicle is transferred to the holder of an
encumbrance as a result of repossession under the terms of a



written agreement entered into at the time of original purchase by
the purchaser and encumbrance holder, the transfer is not a sale
and shall not be taxed. However, any registration or subsequent
sale of the vehicle by the encumbrance holder shall be taxed.

(7) When alender grants a debtor permission to redeem a vehicle
pursuant to K.S.A. 84-9-506, and amendments thereto, the
redemption of the vehicle by the debtor is not a sale and shall not
be taxed.

(8) When alien holder acquires title to a vehicle through a court-
ordered foreclosure of a mechanic’s lien, landlord’s lien, storage
lien, or other statutory lien, the transfer of title to the lien holder shall
be exempt if the lien holder does not register the vehicle. However,
any registration or subsequent sale of the vehicle by the lien holder
shall be taxed. The redemption of a vehicle from a lien holder by a
debtor who satisfies the underlying debt is not a sale and shall not
be taxed.

(i) The following transfers shall be considered sales, and shall
be subject to sales tax.

(1) K.S.A. 79-3602(h)(2), and amendments thereto, allows a
credit or discount for a vehicle that is traded for another vehicle.
When vehicles of different value are traded by private individuals,
the person who pays cash or tenders some other consideration in
addition to the vehicle being traded or exchanged shall pay sales
tax on the amount of the cash payment or on the fair market value of
the consideration. In this trade, sales tax shall not be due from the
person who traded or exchanged a vehicle but did not pay any
additional cash or provide any additional consideration. Each person
claiming a sales tax credit or discount for a vehicle that is traded
shall file an affidavit with the county treasurer on a form furnished
by the department of revenue that contains information necessary
to support the credit or discount being claimed.

When the stated cash amount or stated value of the other
consideration is not indicative of, and bears no reasonable
relationship to, the difference between the fair market value of the
vehicle traded and the fair market value of the vehicle received by
the purchaser, the tax shall be computed by the county treasurer or
the director of taxation on the difference between the fair market
value of the vehicles or the difference between the average retail
value of the vehicles as shown in the latest publication of the national
automobile dealers’ association official used car guide book.

(2) The purchase of a vehicle that the purchaser intends to give
to someone else shall be taxed, even though tax is not due on the
subsequent transfer from the purchaser to the donee.

(3) A transfer of a vehicle from a partner to the partnership or
from a partnership to a partner shall be presumed to be a taxable
transfer. A transfer from the partner to the partnership shall be
presumed to be made in consideration of an increased partnership
interest. A transfer from the partner to the partnership shall be
presumed to be made for services rendered to the partnership or
for other value passing between the partner and the partnership.

(4) If adonor gives a donee a gift of cash or other property for the
purpose of purchasing a vehicle, the donee shall be liable for the
tax, if the vehicle is purchased.

(5) The transfer of a vehicle in exchange for the transferee’s
assumption of an obligation to pay all or part of an encumbrance
on the vehicle is a sale and shall be taxed, unless the sale is
between immediate family members or is exempt under K.S.A. 79-
3606, and amendments thereto. When the transfer does not involve
a gift and is not otherwise exempt, the tax base shall be the sum of
any payment made by the buyer to the seller plus the amount of the
encumbrance being assumed. Sales tax shall be computed as set
forth in subsection (d) of this regulation if this amount is not indicative
of, or bears no reasonable relationship to the fair market value of
the vehicle. When the transfer represents a gift of part of the value
of the vehicle that has been established in accordance with
paragraphs (i)(1) or (i)(2) of this regulation and is not otherwise
exempt, the tax base shall be the sum of any payments made by
the buyer to the seller plus the amount of the encumbrance being
assumed, regardless of the fair market value of the vehicle.
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(6) When a vehicle is purchased to replace a vehicle that has
been stolen or destroyed by accident, fire, or other adversity, the
purchase of the replacement vehicle is not exempt and shall be
taxed. Each purchase of a replacement vehicle shall be taxed
whether the replacement vehicle is purchased by the owner of the
vehicle that was stolen or destroyed or by an insurance company
that is obligated to provide a replacement vehicle.

(7) A transfer of a vehicle from a corporation to an officer,
shareholder, board member, or employee shall be presumed to be
a taxable transfer and shall be presumed to be made in
consideration for services rendered to the corporation or for other
value passing between the corporation and transferee.

(k)(1) Each transferee claiming an exemption shall complete an
affidavit form furnished by the department of revenue and file it with
the county treasurer when the vehicle is registered. The exemption
affidavit shall be completed in its entirety and shall contain the
names, addresses, and telephone numbers of the transferor and
transferee; the make, year, model and body style of the motor vehicle
or trailer; and any additional information that is needed to support
the exemption claim. The affidavit shall contain facts in detail
sufficient to clearly bring the transferee within the exemption being
claimed.

(2) Each transferee claiming a family relationship as the basis
for the exemption of a vehicle sale or as the basis for the presumption
of a gift may be required to file an additional affidavit that establishes
the relationship.

(3) Exemption affidavits that are not correct in both substance
and form shall not be accepted by the county treasurer, and shall
collect the tax shall be collected if any doubt exists as to the validity
of the exemption claim.

(4) Any taxpayer may file a refund claim with the director of taxation
if the taxpayer believes the tax has been erroneously collected by
the county treasurer or the director.

()(1) When a motor vehicle or trailer is purchased out of state in
an isolated or occasional sale, the purchaser shall pay Kansas
state and local use tax to the county treasurer