CERTIFICATE OF COMPLIANCE - STATE OF KENTUCKY

Revised May 2010~
Is this
reguirement
met by law,
regulation or
administrative | If so, provide the
TOPIC practice (Yes | citation for legal For 85T
DOCUMENT COMMENTS/ or No). Enter |authority (statute,] conforming
REFERENCE TO CRIC N/A when not | case, regulation, | changes, provide Notes (e.g., administrative practices,
SECTICN INTERPRETATIONS DESCRIPTION applicable. effective dates. {noncompliance explanations, etc.
Secy Stats lavel administrat

Doges the state provide state level administration
of state and local sales and use taxes?

YES

KRS Chapter 139

Are sellers only required {o register with, file
returns and remit funds to 3 state-level authority?

Yes

KRS Chapter 139

Kentucky doss not have a iocal sales tax Jevy.

Does the state provide for the collection of any
local taxes and distribute them to the appropriate
taxing jurisdictions?

NiA

Are audits conductad only by the state or by
others authorized by the state to conduct an audit
that includes both state and local taxes?

N/A

Are local jurisdictions prohibited from conducting
independent sales or use tax audits of sellers
Istered under the Agre me ?

Is the fax base for local jurisdictions identical to
the state tax base, excluding federal prohibitions,
motor vehicles, aircrat, watercraft, modular

homes, manufactured hormes and mebile homes?

Is the state capable of pulling régistration

N/A

Kentucky has participated in the registration

information from the central registration system? YES KRS 138.78% 6/21/2001 system since if went five in Oct 2005.

Does the state exempt a seller without a legal

obligation to register from paying registration Measure repealed the registration fee in KRS
fees? YES HB 293 11112004 154.12-219.

Does the state allow a seller {o register on the

ceniral registration system without a signature? YES KRS 139.789

Failure toﬁ meet these does
not take a state out of
compliance.

Does the siate allow an agent fc register a seller
istrafi tem?

Al. Does the state provide sellers with as much

advance notice as practicable of a rate thange?

YES

KRS 139.789

KRS 139.795

Changes are posted on the Department
website.
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A2. Does the state limit the effective date of a
rate change {o the first day of a calendar quarter?

YES

KRS 139.795

Changes are posted on the Department
website.

A3. Does the state notify sellers of legisiative
changes in the tax base and amendments to
sales and use {ax rules and regulaticns?

YES

KRS 138.785

Changes are posted on the Deparfment
website.

C. Does the state limi the relief of the sellers
obligation to collect sales or use taxes for that
member state if the seller failed to receive notice
or the state failed to provide notice or limit the
effeclive date of a rate change.

YES

KRS 139.795

Does the state have local jurisdictions that levy a
sales or use tax? If yes, answer the following
guesticns.

NO

KRS Chapter 139

Kentucky does not have a local sales tax levy.

A. Boes the state limit the effective date of local
rate changes to the first day of a calendar quarter
after a minimum of 60 days notice?

N/A

B. Does the state limit ihe effective date of local
rate changes frem catalog sales wherein the
purchaser computed the tax based on locai tax
rates published in the catalog only on the first day
of a calendar quarter after a minimum of 120 days|
notice?

N/A

C. Does the state limit local boundary changes for}

the purpeses of sales and use taxes to the first
day of calendar quarter after 2 minimum of 60
days notice?

N/A

D. Dees the state provide and maintain a
database with boundary changes?

NIA

E. Does the state provide and mainiain a
database identifying all jurisdictional rate
information: using the FIPS gcodes?

N/A

F1. Does the state provide and maintain a
database that assigns each five digit and nine
digit zip code within the member state to the
proper tax rate and jurisdiction?

NiA

F2. Does the state apply the lowest combined 1ax
rate imposed in a zip code if the area in that zip
code includes more than one tax rate?

NIA

G. Daes the state provide address-based
boundary database records for assigning taxing
jurisdictions and their associated rates? If yes,
answer the following questions.

NIA

1. Are the records in the same format as
database records in F?

N/A

2. Bo the records meet the requirements of the
Federal Mobile Telecommunications Scurcing
Act?

N/A
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H. If the siate has met the requirements of
subsection {F} and elected to certify vendor
provided address-based databases for assigning

tax rates and jurisdiction: NiA
1. Are those databases in the same format as

the database records approved pursuant to (G) of

this seclion? ) N/A

2. Do those databases meet the requirements of |-
the Federal Mobil Telecommunications Sourcing

Does the state relieve sellers and CSPs from
liability to the state and its local jurisdictions for
collecting the incorrect amount of tax because of
reliance on state provided data on rates,

boundaries, and jurisdiction assignments?
T

A. Does the state provide a database per Section
305, in downloadable format?

YES

N/A

KRS 139.785

if the state designates a vendor to provide the
Section 305 database does the vendor's
database meet the requirements of Sections 305,
306 and 307 and is provided at no cost to the
user of the database?

it
A1. Does the stale have more than one state
sales and use tax rate on items of personal

N/A

KRS 139.200,

RS

Kentucky has a single 6% statewide sales and

property or services? NO 139.310 use tax rate.

A2. Does the siate have a single additional tax

rate onfood and food ingredients and drugs as

defined by state law pursuant to the Agreement? N/A

B1. If the state has local jurisdictions with a sales

or use tax, does any local jurisdiction have more

than one sales tax rate or one use tax rate? NIA

B2. If the state has locai jurisdictions with a sales

and use 1ax are the local szles and use tax rates

identical? N/A

SL10G19AQ1
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A. Does the state source a retail sale, excluding
lgase or rental, of a product as foliows:

CRIC INTERPRETATION
ADOPTED SEPTEMBER 20,
2007

1. if received at business location of seller, then
sourced to that location?

139.1051){A)

71112004

2. If not received at business location of seller,
then sourced to lccation of receipt?

YES

139.105(1)(B)

71/2004

3. If subsections 1 & 2 do not apply, then sourced
10 address of purchaser in business records of
selier that are maintained in ordinary course of
seller's business?

YES

139.105(1}(CH

71112004

4., If subsections 1, 2 & 3 do not apply, then
sourced to address of purchaser obtained during
consummation of sale, including address of
purchaser's payment instrument, if no other
address is available?

YES

139.105(1)(C)2

7/1/2004

5. If subsections 1, 2, 3 & 4 do not apply,
including the circumstance in which the seller is
without sufficient information to apply the
previous rules, then sourced {o location from
which tangible personal property was shipped,
from which digitat good or computer software
delivered electronically was first available for
transmission by selier, or from which service was
provided.

YES

139.105(1)(C)3

711/2004

B. Does the state source a lease or rental of
tangible personal property as follows:

1. If recurring pericdic payments, the first periodic
payment is sourced the same as a retait sale.
Subsequent paymenis are sourced o the primary
property location for each period covered by the
payment?

YES

Regulation 103
KAR 28:051, KRS
138.785

7/1/2004

Subsequent payments sourced to primary
location according to longstanding
administrative practice. Amended regulation
effective 9/22/05 to further clarify.

2. If no recurring periodic payments, then scurced
in accordance with rules of retail sale?

YES

139.100, 139.105,
103 KAR 28:061

7/172004

Now explicit in Section 10{2){b) of 103 KAR
28:051.

CRIC INTERPRETATION
ADOPTED APRIL. 18, 2006

C. Boes the staie source a lease or rental of
motor vehicles, trailers, semi-trailers, or aircraft
that do not qualify as transportation equipment as
follows:

1. If recuiring periodic payments, then sourced to
primary property location?

YES

103 KAR 28:051
SECTION 10{2)(A)

7M/2004

Effective by regulation $/22/05, but under
general retail sourcing provisions in 139.105

2. If no recurring periodic payments, then sourced
in accordance with rules of retaii saia?

YES

THi2004

Effective by regulation 9/22/05, but under
general retail sourcing provisions in 139.105

D. Does the state source the retail sale, including
lease or rental, of iransporiation equipment in

accordance with rules for retall sale?

YES

103 KAR 28:051
SECTION 10

71/2604

Effective by regulation 3/22/05, but under

general retail sourcing provisions in 139.105
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1. Does the state define fransportation
equipment pursuant to in Section 310, subsection 103 KAR 28:051
D? Section 12 912212005

Has the state elected 1o scurce the retail sale o
tangible personal property and digital goods on

where the order is received? NO
Does the state comply with all the provisions of
310.1Band C? _ NJA

For the purposes of Section 310, subsection (A),
does the state define the terms "receive” and
“"receipt” to mean: faking possessicn of tangible
personal preperty, making first use of services, or
taking possession or making first use of digitat
goods, whichever comes first? Note: The terms
"receive” and "receipt” do not inciude possession
by a shipping company on behaif of the Administrative practice expiained in Sales Tax

YES KRS 138 785 71112004 Facts June 2004 Vol. 6, No. 3

A 2. For advertising and promotional direct mail,
does the state provide that upon receipt of a
Effective date was 9-29- direct mail form or exemption certificate claiming
2009, dizect mail, or other written statement approved

by the state, the seller, in the absence of bad
faith, is relieved of all obligations to collect, pay or
remit the tax tg which the permit pertains? YES KRS 139.777(1) 7112004
A 3. Does the state provide that upon receipt of
jurisdictional information, the seller shall collect
tax according {o purchaser's submitted
information and in the absence of bad faith, seller KRS
i3 relieved of further liability? YES 139.777{(1){B) 7/1/2004
A 4, For advertising and promotional direct mail,
doss the state require the seller to coliect tax
Effective date was 9-29- pursuarnt to Section 310 (AX5} if the purchaser
2009. does not provide a direct pay permit, exemption
certificate claiming direct mail, or jurisdictionat
information’? YES KRS 139.777{2) 7i1/2004
B 1. Fer other direct mail, does the state require
the seiler to collect tax pursuvant to Section 310

2009 (A)3) if the purchaser does not provide a direct
T pay permit or an exemption certificate claiming The sale of other direct mail is generally not

direct mail? N/A 71112004 treated as a retail transaction in Kentucky.

Effective date was 9-29-
2009.

Effective date was 9-28-

B 3.For other direct mail does the state provide
that upon receipt of a direct pay permit,

Effective date was 9-26- exemption certificate claiming direct malil, or other

2009, written statement appraved by the state, the .
seller, in the absence of bad faith, is relieved of The sale of other direct mail is generally not
ali obligations to collect, pay or remit the tax? NIA 71/2004 treated as a retail transaction in Kentucky.

SL10018A01
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B 3. And if the purchaser does provide sucha
direct pay permit or exemption certificate, does

Effective date was 8-29- the state provide the sale be sourced to the

2009. jurisdictions to which the other direct mail is
delivered to the recipienis and the purchaser shail The sale of other direct mait is generally not
report and pay applicable tax due? N/A 71172004 treated as a retail fransaction in Kentucky.

A. Has the state adopted the origin-based direct
mait sourcing?
.

e
A. Except as required in subsection C below,
does the state source telecommunication
services sold on a call-by-call basis to each level
of taxing jurisdiction where the call originates and
terminates in that jurisdiction or each level of
taxing jurisdiction where the call either originates
or terminates and in which service address is
located? YES KRS 139.105(2) 7H]2004
B. Except as required in subsection C below,
does the state source lelecommunication sarvice
to the customer’s place of primary use if sold on a KRS
basis other than calt-by-call basis? YES 139.105{2)(F) 71172004
C1. Does the state source the sale of mobile
telecommunication service, other than airto-
ground radiotelephane service and prepaid
caliing service, to customer's place of primary use
as required under Mobile Telecommunications
Sourcing Act? YES KRS 139.105(2)(A) 7H/2004
C2. Does the state source the sale of post-paid
calling service to the origination paint of the
telecommunication signal as first identified by
either the seller's felecommunication system or
information received by the seller from its service
provider, where system used to transport signals
iz not that of the seller? YES KRS 139.105(24b) 71112004
C3. Does the state source the sale of prepaid
wireless caliing service in accordance with
Section 310 of the Agreement, including the
option of the focation associated with the mobile
telephone aumber for prepaid wireless calling
senvica? YES KRS 139.165{2)(C) 71/2004

Cda. For the sale of private communication
service, does the state source a separate charge
related to a customer channel termination point to
each levei of jurisdiction in which such customer
channel termination peint is located? YES 139.165(2)(D)1 7M/2004

SL10019A01
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C4b, For the sale of private communication
service, does the state scurce to the jurisdiction
in which the customer channel termination points
are Jocated when all customer termination points
are located entirely within one jurisdiction or
levels of jurisdictions?

YES

139.105(2)(D)2

7/1/2004

C4c. For the sale of private communication
service, does the state source fifty percent in
each level of jurisdiction in which the customer
channe! termination paints are focated when
service for segments of a channel between two
customer channel termination points located in
different jurisdictions and which segment of
channel are separately charged ?

YES

133.105(24D)3

71112004

CAd. For the sale of private communication
service, doss the state source to each jurisdiction
based on the percentage determined by dividing
the number of customer channel termination
points in such jurisdiction by the total number of
customer channel termination points when
service for segments of a channel located in more,
than one jurisdiction or levels of jurisdiction and
which segments are not separately billed?

YES

139.105(2)(D}4

71112004

D, Does the state source the sale of Internet
access service to the customer's place of primary
use?

N/A

139.195(29){C)6

71112004

Keniucky does not fax infernet access.

E. Does the state source the sale of an ancillary
service to the customer's place of primary use?

S
Does the state define the folfowing terms in
sourcing telecommunications:

139.105(2)E

71112007
i

=

A. Air-to-ground radiotelephone service? YES 139.195(2) 7/1/2004
B. Ancillary servicas? YES 139.195({4) 7112007
C. Call-by-call basis? YES 139.195(3) 7M/2004
D. Communications channel? YES 139.195{(4) 7M/2004
E. Custorner? YES 139.195(7) 7M1/2004
F. Customer channel termingtion point? YES 138.195(8) 7HI2004
G. End user? YES 139.195{(11) 711/2004
H. Home service provider? YES 139.195{13} 71172004
I. Mobile {elecommunications service? YES 139.195(17) 71112004
J. Place of primary use? YES 139.195(21) 71172004
K. Post-paid calling service? YES 139.195(22) 7172004
L. Prepaid calling service? YES 139.195(23) 7M1/2004
M. Prepaid wireless calling service? YES 139.185(24) 72007
N. Private communication service? YES 139.195(25) 71112004
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Product-based exemptions. If the stale exempts
a product that iz defined in Pari H of the Library of
Befinitions does the state do so consistent with

Part Il and Section 3277 YES 139.485 7M/2004 Exemption for food and food ingredients

Product-based exemptions. Can the state
confirm that where the Agreement has a definition
for a product that the state exempts, the state
does not exempt specific items included within
that product definition unless the definition sets .
out an exciusion for such item. YES 139.472(3)(C) 71172004 Prosthetic devices
Entity and Use-based exemptions. If the state
has enacted an entity or use-based exemption for

Mobitity enhancing equipment added to the

a product that is defined in Part I of the Library of exemption and more recently DME. Each
Definitions does the state do so consistent with 139.472(1)(H) and exemption requires the issuance of a
Part |l and Section 3277 YES {1} 71112005, 71112008 prescription.

Use-based exemptions. Can the state confirm
thai any use-based exemption for an item does
not constitute a product-based exemption for a
product defined in the Agreement thai includes
such item? YES There are no other exampies in statute
T e : T = ; ; =

'A. Does the state s vide for the followi g“
regard to purchasers claiming exemption:

1. Seller shall obtain identifying information from

purchaser and reason for claiming exemption? YES 139.270 & 139.2804 71172004

2. Purchaser is not required to provide signature, [ KRS 139.280,

unless paper exemption certificate? YES 139.240{4) 7M/2004, 6/20/05

3. Seiler shall use standard form for claiming KRS 139.250,

exemption electronically? YES 139.789%(2) Agreement provisions
4. Seller shal: obtain same information for proof KRS 139.280,

regardless of medium? YES 139.78%{2) Agreement provisions

5. Does the state issue identification numbers to
axempt purchasers that must be presented to
sellers? YES KRS 139.280 | 71172004, 6/20/05

6. Seller shall maintain records of exempt
transaction and provide to state when requested? YES KRS 139.270

The Govemning Board has not
defined "does not burden
sellers”. The burdenis on

each state to prove that 7. Does the state administer use-based and

something other than a direct-|entity-based exemptions when practicable

pay permit or exemption through a direct pay permit, an exemption

ceriificate mests this certificate, or another means that does not

pravision. busden sellers. YES KRS 139.785

SE10019A01
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8. In the case of drop shipment sales, does the
state allow a third party vendor to claim a resale
axemption based on an exemption certificate
provided by its customer/re-seller or any other
acceptable information available 1o the third party
vandor evidencing qualification for a resale
exemption, regardiess of wheather the cusiomer/red
seller is registered fo collect and remit sales and
use tax in the state where the sale is sourced?

Regulation 103
YES KAR 31:111

Longstahding administrative practice since at
least 1990.

B. Does the state relieve the seller from any fax if
it is determined ihat the purchaser improperly
claimed an exemption and hold the purchaser
liable for the tax, assuming the exceptions in the
section?

YES KRS 138.270

71/2004

C. Does the state relieve a sefler of the tax
ctherwise applicabie if the seller obtains a fully
completed exemption certificate or captures the
relevanti data elements required under the
Agreement within 9C days subsequent to the date
of sale?

YES KRS 139.270

7112007

The answer to this guestion
does net impact certification,
but it would provide

2. Does the state reguire purchasers to update
exemption certificate information or to reapply
with the state to ¢laim certain exemption?

KRS 139.270,
Regulation 103
NO KAR 31:111

Re-application is not required, but the
purchaser should update certificate information
as infoermation changes.

information o taxpayers.

3. Dces the siate relieve a seller of tax if the
seller obtains a blanket exemption certificate for 2
purchaser with which the seller has a recurring

returr: for each taxing period for each seller for
the state and ali local jurisdictions?

‘KRS 139.270,
Reguiation 103
KAR 31:111

YES KRS 139.550

7/1/2004

B. Dces the state require that returns be filed no
socner than the twentieth day of the month
following the monih in which the transaction
occurred?

YES KRS 139.540

[C. Boes the state allow sellers to submit its sales

and use {ax returns uging the the simplified
electronic return (SER) approved by the
Govemning Board?

Effective date 9-28-09

C 2. Dees the state require the submission of
examption information on part 2 of the SER,
excluding Model 4 sellers without a legal
requirement to register?

YES KRS 139.550

YES KRS 139.550

Effective 1-1-2010

D. Does the state not require the filing of a return
from a setler who registers under the Agreement,
and indicates that it anticipates making no sales

that would be sourced to thai state?

YES KRS 139.590
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Effective 1-1-2010

F. Does the state give a minimum 30 days notice
to a seller, registered under the Agreement, prior
to establishing a Hability amount for taxes based
solely on the seiler's failure io timely file, if the
seller failed io file a return, and has no legal

ister i ate?

S %
A1, Does the siate require more than one
remitiance for each return?

NO KRS 139.540

Complies with current billing procedures in
place.

A2 If the state requires more than one remittanice
for each return does it do se only if: {1) seller
collects more than $3C,000 in sales and use
iaxes in state during preceding year, {2) any
additional remitiance to be determined through a
calculation methed, and (3) the seller is not
required 1o file additionat retumn?

_NiA

KRS 131.155,

C. Does the state allow payment 1o be made by Reg 103 KAR

both ACH Credit & ACH Dabit? YES 1:060 51412001
D. Boes the state provide an alternative methed KRS 131.155,

for "same day” payment if electronic fund transfer Reg 103 KAR .

fails {elecironic check or Fed Wire)? YES 1:060 511412001
E. Does the state provide that if 2 due date falls KRS 446.030,

on a legal banking holiday in the state, ihe taxes Reg 103 KAR

are due on the next business day? YES 1:060 51412001

F. Does the state require that any data that
accompanies a remitiance te be formatted using
uniform tax type and payment type codes?

T

S

A Does the state allow a selier to take a
deduction from taxable sales for bad debis?

YES KAR 1:086!
T T

KRS 131.155,
139.710, Reg 103

0

5/14/2001

B. Does the state use the definition of bad debt
found in 26 U.S.C. Sec. 166 as basis for
calculating a bad debt recovery, excluding:
financing charges or interest; sales or use {axes
charged on purchase price; uncollectible amounts
on praperty that remains in possession of seller
until full price paid; expenses incurred in attempt
to collect debt, and repossessed property?

C1. Does the state allow bad debis io be
deducted on the return for the period during which
the bad debt is writien off as uncollectible on and
is eligible be deducted for federal income tax
purpcses?

SSTGB Form FOQ06
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C2. if the selier is not required {o file a federal
income tax return does the state allow bad debis
to be deducted on the return for the period during
which the bad debt is written off as unceilectible
on and would be eligible be deducted for federal
income tax purposes if the seller was required to
file a federal return?

YES

KRS 139.350{1}

7/1/2004

D. Does the state require that, if a deduction is
taken for a bad debt and the debt is subsequently
collected in whole or in part, the tax on the
amount so collected must be paid and reported
on the return files for the period in which the
collection is made?

YES

KRS 139.350(5)

7172004

E. Boes the state provide that, when the amount
of a bad debt exceeds taxable sales for period
when written off, a refund claim may be filed
within the applicable statuie of limitations
{measured from due date of return on which bad
debt could first be claimed)?

YES

KRS 139.350(4)

71172004

F. Poes the state provide that if filing
responsibilities are assumed by a CSP, the state
allows the CSP to claim, on behalf of the seller,
any bad debt aliowance?

YES

KRS 139.350(6)

71172004

G. Does the state provide that, for purposes of
reporting payment on previcusly claimed bad
debt, any paymenis made are applied first
proportionately to taxable price of property ar
service and sales tax thereon, and secondly to
interest, service charges, and any other charges?

KRS 139.350(7)

71112004

H. Does the state permit aliocation of a bad debt
among states if the books and records of a the
riy support allecation among states?

e e ——

E. Does the state provide public notification to
cansumers, including exempt purchasers, of

state’s praciices relating to collection, use and
retention of perscnally identifiable information?

KRS 139.350;
139.785

7/1/2004

7/4/2004

Administrative practice among member states
to comply with terms of the Agreement
~ i -

Information regarding collection, use, and
retention of personally identifiable information
is availabhle upon request. General privacy and
confidential statements are previded at
http://kentucky.govipolicy/privacy.htm

F. Does the state provide that when any
personally identifiable information is no longer
required for purposes in Section 321 subsection
{D}4), such information shall no longer be
retained by state? :

KY has policies and procedures in place
governing retention schedules and destruction
of confidential material,

G. Does the state provide that when personally
identifiable infarmation regarding an individuat is
retainad by or on behalf of siate, the state shall
provide reasonable access to information by such
individual and a right to correct inaccurate
information?

Users may maintenance demographic
information in the central registration system.
Other personally identifiable information can be
corrected upon request by the taxpayer.
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H. Does the state provide that if anyone cther
than a member state or person authorized by
state law or the Agreement seeks fo discover
personally identifiable information, siate makes
reasonable and timely effort to notify the
individual of the request?

YES

KRS 139.785,
139.789, 131.190

KY witl follow all guidelines and procedures
provided by the Governing Beard for
compliance.

I Is the state's privacy policy subject to
enforcement by state's AG or other appropriate
government authority?

A. Does the state have sales tax holidays?

YES

NO

KRS 131.130,
131.190, 139.785

1. If a state has a holiday, dces the state limit the
holiday exemption fo items that are specifically

* {defined in Part I or Part 1I{B) of the Library of

Definitions and apply the exempticns uniformly ta
state and local sales and use taxes?

NIA

2. If a state has a holiday, does the state provide
notice of the holiday at least 80 days prior to first
day of calendar quarter in which the holiday will
begin?

N/A

3. If a state has a holiday, does the siate apply an
entity or use based exemption to items?

N/A

3. I a siate has a holiday, does tha siate limii a
product based exemption to items purchased for
personal or non-busingss use?

N/A

4. If a state has a holiday, does the state require
a seller to cbtain an exemption certificate or other
certification from a purchaser for items {0 be
exempted during a sales tax holiday?

N/A

B1. If a state’s holiday includes a price threshold,
does the state provide that the threshold includes
only items priced below threshofd?

NiA

B2. If a state's holiday includes a price threshold,
does the state exempt only a portion of the price
of an individual item during holiday?

C. Does the state meet each of the procedural
raquirements for holidays?

. Layaway sales?

. Bundled sales?

. Coupons and discounts?

. Splitting of items normally scid together?

. Exchanges?

. Delivery charges?

. Order date and back orders?

. Retums'?

S8TGB Form FGO06
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1. Does the state have any caps or thresholds on
the apptication of rates or exemptions based on
the value of a transacticn or item?

NO

2. Does the state have any caps that are based
on application of rates uniess ihe application of
rates are administered in a manner that places no
additional burden on retailer?

NO

B. Do local jurisdictions within the state that levy
sales or use tax have caps or thresholds on
application of rates or exemptions that are based
on value of fransaction or item?

N/A

D. Does the state have cap or threshold on the
alue of essential clothin

1. Dess the state provide that the tax computation
roust be carried fo the third decimal place?

YES

KRS 139.230

71112004

2. Does the state provide that the tax must be
rounded to a whoie cent using a method that
rounds up fc next cent whenever third decimal
place is greater than four after?

YES

KRS 139.230

7112004

B.1. Does the state allow seliers to elect fo
compute tax due on a transaction, on a #em or
inveice basis, and shall aflow rounding rule to be
applied to aggregated state and lccal taxes?

N/A

B.2. Can the state confirm that it has repealed
any requirements for seliers to collect tax on
bracket system?

T

against selier does not accrue until the purchaser
f1as provided written notice to the selier and the
seller has had 60 days to respond? Notice must
contain information necessary to determine
validity of request.

YES

YES

KRS 139.230

KRS 139.771(1)

7/1/2004

772004

88TGB Form FO006

D. Does the state provide for uniform language in
regard o presumption of a reasonabie husiness
practice when a seller: i) uses either a provider or
a system, including a proprietary system, thatis
cerlified by the state; and i} has remitted to siate
all iaxes coliected, less deductions, crediis or

o

Does the state provide for a direct pay authority
that allows the holder of a direct pay permit to
purchase otherwise taxable goods and services
without payment of tax to the supplier at the time
of purchase?

SL10019AG1
4-15-2010

KRS 133.260

| KRS 139.771(2
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A, if term defined in Library appears in state's
statutes, rules or regulations, has the state
adopted the definition in substantiaily the same

Statutory definitions were recently recodified
into one main definitional section for ease of

language as the Library definition? YES KRS 139.010 reference and future amendments,

B. Can the state confirm that it does not use a

Library definition that is contrary to meaning of See references in Library of Definitions
Library definition? YES Section.

CRIC INTERPRETATION
ADOPTED AUGUST 29,

C. Except as provided in Sections 316 and 332
and Library, can the state confirm that it imposes
tax on all products and services included within
each Part il or Part ill(B) definition or exempt from
ax all

in the downloadable format approved by
Goveming Board?

oducts or services within each definition?]

_YES

YES -

Current matrix is updated as of Aug 1, 2010,

AZ. Daoes the state provide notice of changes in
the taxability mairix as required by the Governing
Beard?

YES

B. Does the state relieve sellers and CSPs from
liabitity to the state and its local jurisdictions for
having charged and collected incorrect tax
resulting from errongeous data in the matrix?

YES

KRS 139.785,
139.789(8)

71112004

C. If the state taxes specified digital products, has
the state noted such in the taxability matrix?

D. If the state has a saies tax holiday, has the
state noted the exemption in the taxabilit matnx'?

Does 1he state provide tha{ the effective date cf
rate changes for services covering a periad
starting before or ending after the statutory
effective date is as follows:

1. For a rate increase, the new rate shall apply to
the first billing period starting on or afier the
effective date?

KRS 139.785

This application of new rates reflects the
administrative practice of the Department.

2. For a rate decrease, new rate shall apply to

hills rendered on or afier the effective date?

A. o state dopted and does the state
utilize the core definition of "bundied transaction”

_ KRS 13
AR

This appincatmn of new rates reflects the

to determine tax treatment? YES KRS 139.215 7142007
C. Can the state confirm that for bundled
transactions that include telecommunication
service, ancillary service, internet access, or
audio or video programming service the following
rules apply:
SE10019A0%
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1.For fransactions that include both taxable and
nontaxable items, the price attribuizble to
nontaxabie items is exempt if the provider can
identify the price by reasonable and verifiabie
standards from iis books and records.

KRS
YES 139.215(1)(A)

71172007

2. For transactions that include producis subject
1o different tax rates, the lotal price may be
freated as attribuiable fo the products subject {o
tax at the highest tax rate unless the provider can
identify by reasonable and verifiable standards
the portion of the price attributable to the products
subject to tax at the fower rate from its books and
records that are kept in the regular course of
business for other purposes, including, but not
limited to, non-tax purposes?

KRS
YES 139.215(1)}{B}

7M12007

D. If the state otherwise has not specifically
imposed tax cn the retail sales of computer
software maintenance contracts, does the state
treat software maintenance contracts as provided

s
A. Does the state provide relief for purchasers
from Eability for penalty to that state and its local
jurisdictions for having failed to pay the correct
amount of sales or use {ax in the following -
circumstances:

See software maintenance contract section of

1. A purchaser's seller or CSP relied on
erroneous data provided by the state on tax rates,
boundaries, taxing jurisdiction assignments, or in
the taxability matrix completed by the state
pursuant to Section 3287

YES KRS 139.795(7)

8172008

2. A purchaser holding a direct pay permit relied
an erroneous data provided by the state on tax
rates, boundaries, taxing jurisdiction
assignmenits, or in the taxability matrix completed
by the state pursuant fo Section 3287

YES KRS 139.795(7}

8/1/2008

3. A purchaser relied on erroneous data provided
by the state in the taxahility matrix completed by
the siate pursuant to Section 3287

YES KRS 139.795(7)

8/1/2008

4. A purchaser using databases pursuant to
subsections (F}, (G), and (H} of Section 305 relied
on erroneous data provided by the state on tax
rates, boundaries, or taxing jurisdiction
assignmenis?

YES KRS 139.795(7)

8/1/2008

SSTGE Form FOO06
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B. {Except where prohibited by a member state's
censiitution) Does the state relieve a purchaser
from liability for tax and interest to the state and
its local jurisdictions for having failed to pay the
correct amount of sales or use tax in the
circumstances described in Section 331 A,
provided that, with respect te reliance on the
taxability matrix completed by the state pursuant
o Section 328, such relief is limited to the state's
erroneous ¢lassification in the taxability matrix of
terms inciuded in the Library of Definitions as
"taxable" or "exempt”, “included in sales price” or
"exciuded from sales price” or "included in the
definition” or "excluded from the definition”

RS TIReEan R

A. Does the state include specified digital
products, digital audio-visuat works, digital audio
waorks, or digital books in its definiticn of ancillary
services, computer software, telecommunication
services or tangible personal property?

KRS 139.795(7

KRS
NO 139.010,139.195

8/1/2008

71112009

Specified digital products and its 3 subgroups
are defined separately from tangible personal
property and the other categories as weli.

D1. Is the state's tax on specified digital products,
digital audio-visual works, digital audio works, or
digital books construed to apply only to the end
user uniess specifically imposed on someone
other than the end user?

KRS
YES 139.200,139.270

711/2009

Tax is imposed only on retail sales so the

D2. Is the state's tax on specified digital products,
digital audio-visual works, digital audio works, or
digital books construed to apply only on a sale
with the right of permanent use unless specifically
imposed on a sale with legs than permanent use?

YES KRS 139.200

7/4/2009

normal sale for resale exemption applies.

Tax is imposed regardless of whether there is
the right to permanent use of the property.

D3. Is the state’s tax on specified digital preducts,
digital audic-visual works, digital audio works, or
digital books construed to apply only on a sale
which is not conditioned upon continued payment
from the purchaser unless specifically imposed
on a sale which is conditiened upon continued
payment from the purchaser?

YES KRS 139.200

7/1/2009

Tax is imposed regardless of whether there is a
condition of continual payment.

D4. Does the state's taxability matrix indicate if
the state's tax is imposed on a product
transferred eiectronically to a person other than
the end user or on a sale with the right of less
than permanent use granted by the seller or
which is conditioned upon continued payment
from the purchaser?

YES

See the Aug 19 taxability matrix.

G. Is the state’s tax treatment of the sale of a
digitai code the same as the tax treatment of
specified digital product or product delivered

electronically to which the digital code relates?

KRS
139.010(8){A),
YES 139,200

7172009

Tax is imposed on digitial property which

includes related digital code.

88TGB Form FOC06
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Does the state inciude any product transfetred
glectronically in its definition of tangible personal
property?

A. Does the state partlmpate in the Governing
Board's onfing registration system?

'KY has been active wnth implementation Bince

CRIC INTERPRETATION
ADOPTED DECEMBER 14,
2006

B, Does the state provide that it will not use a
seller's registration with the central registration
system and collection of taxes in member states
in determining whether seller has nexus with state
for tax at an t|me7

who registers to pay or collect and remit
applicable tax in accordance with Agreement,
provided the seller was not so registered in state
in 12-month period preceding effective date of
siate's participation in the Agreement?

A1 Dces the state prowde amnesty to aseller [

A2. Does the state provide that their amnesty wil
preciude assessment for tax together with penalty
and interest for sales made during the period the
seller was not registered in the state, provided
registration occurs within 12 months of effective
date of state's participation in the Agreement?

A3. Does the state provide amnesty to seilers
registered prior o when the siate joins the
Agreament?

CRIC INTERPRETATION
ADOPTED APRIL 18, 2006

B. Does the state provide that its amnesty is not
avaitable to a seller who has received a notice of
audit from thai state and the audit is not yet
resolved, inctuding any related administrative and
judicial processes?

CRIC INTERPRETATION .
ADOPTED APRIL 18, 2006

C. Does the state provide that its amnesty does
not apply to iaxes already paid tc the state or to
taxes aiready collecied by a seller?

CRIC INTERPRETATIONS
ADOPTED AUGUST 29,
2006 & BECEMBER 14, 2006

D. Does the state provide that its amnesty is fully
effective, absent fraud or misrepresentation of
material fact, as long as the selter continues
registration and continues payment of {axes for
period of ai feast 36 months? Did the state toll its
statute applicable to asserting a tax liability during

36 month period?

SSTGB Form F0O06

YES KRS 139.785 Oct 2005.
KRS 139.789(5 6/21/2001 _
Provided through general administrative
KRS 139.785, THMi2004; authority at initial implementation, and
YES 139.794 6/20/2005 subsequently through new statutory provision.
KRS 139.785,
YES 139,794
To the extent required under Governing Board
YES KRS 138.785 guidelines.
71172004;
YES KRS 139.794(2) 6/20/2005
YES KRS 139.794(3) 612012005
YES KRS 139.794(4) 6/20/2005
SL10019A0%
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E. Does the state provide that its amnesty is
applicable only to taxes due from a seller in its
capacity as seller and not in iis capacity as a
buyer?

KRS 139.794(5 _6/20/2005

ces the slate provide a the seller may selec
one of the technology models?
A. Model 1-selier selects CSP as agent to

perform all functions except remit tax on its own KRS 139.785; 7M12005;
purchases? YES 139.781 612112007
B. Model 2-seller selecis CAS which calculates KRS 139.785;

amount of tax dug? YES 139.781

C. Modei 3-seller utilizes own proprietary system KRS 139.785;

_[that has been cerlified as a CAS? i _ YES _ 139,781

registered by an agent? YES KRS 139.795

This isn't a compliance issue .

hui is something sellers and  }Does the state require that the written agent Not at the time of registration, but later

appointments be submitted to the state? verification couid be requi
TR T 3 TS

7 T

A. Daes state law provide for provider and system
certification to aid in the administration of sales
and use {ax collection? JYES KRS 139.785

] 3oy 7t TS I iy oo e & s
A. Can the state confirm that it reviews software
submitted for certification as a CAS under Section KRS 139.789,
5017 YES 139.795

B. Does the state provide liability relief to CSP's
and model 2 sellers for reliance on the .
certification? YES KRS 139.795
C. Does the state provide liability relief to CSP's
in the same manner as provided to sellers under
Section 3177 YES KRS 139.795
E. Does the state allow the CSP or model 2 sefler
10 days to correct classification of items found to
be in error before holding the CSP or mode! 2
selleble? _ KRS 139.795(5) - TH2007

G
A. Does the state provide a monetary aliowance
to a CSP in Model 1 in accordance with the terms
of the contract between the governing board and
the CSP?

KRS 139.570{2

SL10019A01%
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Does the state provide monetary allowance to
Modet 2 sellers pursuant to the Governing
Board's rules? YES KRS 139.570(2) 6/20/2005

revenue monetary allowance for a period not to
exceed 24 months for a voluntary Model 3 selier's
registration and all other sellers that are not using KRS 139.785;
139.789

Does the state provide reasonabie compensation
for the incremental expenses in establishing or
maintaining a uniferm origin system for

administering, collection and remitiing sales and KY does not have a local tax and has not
use taxes on origin-hased sales? NiA adopted this provision.
SL10019A01
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Bundled transaction

et
KRS 139.215

YES 7112007
Delivery charges YES KRS 139.010 711/2004
CRIC INTERPRETATION
ADOPTED BECEMBER 14,
2006 AND SEPTEMBER 5,
2008
Dirsct mait YES KRS 139.777 7/1/2004
Lease or rental YES KRS 139.010 7/1/2004
Purchase price N/A
Retail sale or Sale at retail YES KRS 138.010 TM12004
Sales price YES KRS 139.010 7112004
Telecommunications nonrecurring charges YES KRS 139.195 7112007
CRIC INTERPRETATION KRS 139.180,

Sort or recreahonai equipm

ADOPTED MAY 12, 2008 139.010(30 711104, 711109
Clothmg NIA
Clothing accessories or equipment N/A
Essential clothing N/A
CRIC INTERPRETATION
ADOPTED AUGUST 29,
2008 Fur clothing NiA
Protective equipment N/A
NIA

Computer NIA
CRIC INTERPRETATION
ADOPTED MAY 12, 2009 Computer software N/A
Delivered electronically N/A
Electronic N/A
Load and leave N/A
CRIC INTERPRETATION
ADOQPTED MAY 12, 2009 Prewritten computer software 139.010 KRS 139.010 7/172004
Not adoped in statute but administratively
Compuier soffware maintenance contract YES applied.
Mandatory computer software maintenance Not adoped in statute but administratively
contract YES applied.

Ononal comuter software mamtenance contract

Specn“ ed dugltal products

Not adoped in statute but administratively
applied

Digital audic-visual works

KRS 139.010{4)

7/1/2009

Digital audic works

KRS 139.010(5)

71112009

'xtal books _

Alcohollc beverages

KRS 139.485

7/1/2009

71112004

Bottled water

SSTGB Form FCO08
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CRIC INTERPRETATION

CRIC INTERPRETATION

ADOPTED SEPTEMBER 20,

2007 Candy YES KRS 139.485 7/1/2004
Dietary supplement YES KRS 139.485 7112004
Food and food ingredients YES KRS 139.485 THI2004
Food sold through verding machines YES KRS 139.485 7112004

CRIC INTERPRETATION

ADOPTED APRIL 18, 2006 &

DECEMBER 14, 2006 Prepared food YES KRS 139.485 7112604
Soft drinks YES KRS 130.485 7M/2604
Tobacco ] YES KRS 139,485 71112004

ADOPTED JUNE 23, 2007 |Drug YES KRS 139.472 71112004
Durabie medical equipment (effective 1/1/08) YES KRS 139.472 71112007
Grooming and hygiene products YES KRS 139.472(3)(B 8/1/2008
Mability enhancing equipment YES KRS 1398.472(3)({D 612012005
Over-the-counter-drug YES KRS 139.472(3}{C1 8/1/2008
Prescription YES KRS 139.472(3}D 71172004

Prcsthetlc devzce
- ARTIEN

The followmg are Tax BaselExempilonterms:

KRS 139.472(3

Anciltary services YES KRS 139.195(1) 71112007
Conference bridging service YES KRS 139.195(6) 71112007
Detaited telecommunications billing service YES KRS 139.195(9) 71/2007
Directory assistance YES KRS 139.195(10) 7172007
Vertical service YES KRS 139.195(31}) 7112007
Voice mail service YES KRS 139.195(32) 7/1/2007
Telecommunications service YES KRS 139.195(29) 7/1/2007
800 service YES KRS 139.195(33) 7/1/2007
900 service YES KRS 139.195(34) 7/1/2007
Fixed wireless service YES KRS 138.195{12} 71112007
Mobile wireless service YES KRS 139,195(18) 71112007
Paging service YES KRS 139.195{19} 7142007
Prepaid calling service YES KRS 139.195{23) 711/2004
Prepaid wireless calling service YES KRS 139.195(24) 71112007
Private comrunications service YES KRS 139.195(25) 71112004
Value-added non-voice data service YES KRS 139.195(30} 71112007
The following are Modifiers of Sales Tax

Base/Exemption Terms:

Coin-operated telephone service N/A

International YES KRS 139.195{14) 71112067
Interstate YES KRS 139.195(15} 71112007
Intrastate YES KRS 139.195(16) 71412007
Pay telephone service YES KRS 139.195(20) 7112007

Resmientxal telecommumcatlons serwce

KRS 139.470(9

7[11'2007

Disaster Preparedness Supply

Digaster Preparedness General Suppty NiA
Disaster Preparedness Safety Supply N/A
Disasler Preparedness Food-Related Supply N/A
Digaster Preparedness Fastening Supply NIA
Eligible property N/A

SL10019A01
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Energy Star qualified product N/A
Layaway sale N/A
Rain ¢check N/A
School supply N/A
School art supply NIA
School instructionzal material NIA
School computer supply N/A
SL10019A01
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Notes:

The Certificate of Compliance was revised on May 19, 2010, to reflect amendments to the Agreement as
approved by the Streamlined Sales Tax Implementing States through April 30, 2010,
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Certificate of Compliance Attestation

As the chief executive of the state’s tax agency, | deciare that this Certificate of Compliance is true, éorrect,

and complete to the best of my knowledge and befief.

SSTGB Form FO0CS

e A Dhde

Signature

Commissioner, Department of Revenue

Title

Kentucky

State

July 28, 2010

Date

SL10019AMM
41520190




