CERTIFICATE OF COMPLIANCE -- STATE OF KENTUCKY

Effective Date: August 1, 2014

TOPIC
DOCUMENT COMMENTS/
REFERENCE TO CRIC

SECTION INTERPRETATIONS

DESCRIPTION

Soclion'301

Does the state provide state leve! administration
of slate and focal sales and use taxes?

TSNS
regulrement
met by law,
regulation or
administrative
practice (Yes

applicable

YES

or No). Enter {If so, provide the cltation
N/A when not  |for tegal authority {statute,
case, regulation, etc.)}

KRS Chapter 139

For 88T
conforming

changes, provide |[Notes {6.g., administrative practices,
offective dates

noncompliance explanations, sfc.)

Kentucky does not have a local sales tax levy,

Are sellers and purchasers only required to
register with, file returns and remit funds to a state
level authority?

Yes

KRS Chapter 139

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

NIA

Are audils conducted only by the stale or by
others autherized by the state to conduct an audit
thai includes both state and local laxes?

NIA

Are local jurisdictions prohibited from conducting
independent sales or use tax audits of sellers and
purchasers sxcept where authorized by state law
to conduct an audit for the stafe and all loca!
jurisdictions, subject 1o the same confidentiality
and other protections and the same administrative
and appeal procedures granted audits conducted
by the siate?

Is the tax base for local jurisdictions ideniical {0
the stale fax base, excluding federal prohibitions,
motor vehicles, aircraft, watercraft, modular
homes, manufactured homes, moblle komes,
fuels used o powser motor vehicles, aircraft,
locomotives, or watercraft, or elaciricity, piped
natural or artificiat gas or other fuels delivered by
the sefler?

NIA

N/A

Does the tax base differ {or state and local
jurisdictions for motor vehicles, aircraft,
watereraft, modular homes, manufactured homes
or mobile homes?

Does the {ax base differ for state and local
jurisdictions for fuels used to powsr motor
vehicles, aircraft, locomotives or waterceaft?

Does the tax base differ for state and local
jurisdictions for electricity, piped natural or

artificiat gas or other fuels delivered by the seller?

S8TGB Form FOOCS

Revised 5-17-14




s the state capable of pulling registration

as participated in the registration

Kentucky

not take a state out of

Nollce At changes

information from the cenfral registration system? YES KRS 139,789 system since it went live in Oct 2005.

Does the state exempt a selfer without a legal

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

Does the state allow a seller o register on the KRS 139.240(4) KRS

central regisiration system withoyt a signature? YES 139.789

Does the state allow an agent to register a seller KRS 139.240(3) KRS

on the cenfral regisiration system? YES 139.789 KRS 139.795

Failure to mest these does

A1, Does the state provide sellers with as much

YES

KRS 139.795

Changes are posted on the Department

website,

compliance. advance notice as practicable of a rate change?
A2, Does the state limit the effective date of a Changes are posted on the Department
rate change lo the first day of a calendar guarter? YES KRS 139.795 wohsite.
A3. Does the slate notify sellers of legislative
changes in the tax base and amendmaents {0 Changes are posted on the Deparfment
sales and use tax rules and regulations? YES KRS 139.795 website. .

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

Does e state éﬁe lbcé j T th évy
sales or use tax? if yes, answer the following
Guestions.

KRS 139.795(7

NO

KRS Chapter 139

IKentucky does not have a [ocal sales iax levy.

A. Does the state limit the effeclive date of local
rate changes o the first day of a calendar quarter
after a minimum of B0 days nolice?

NiA

B. Boes the state limit the effective date of local
rate changes from catalog sales wherein the
purchaser computed the tax based on local fax
rates published in the catalog only on the first day
of a calendar quarter after a minimum of 120 days
nolicg?

N/A

C. Doas the state limit focal boundary changes for
the purposes of sales and use taxes o the first
day of calendar quarter after a minimum of 60
days notice?

N/A

D. Boes the slate provide and maintain a
database with boundary changes?

NIA

E., Does the state provide and maiatain a
database identifying all jurisdictional rate
Information using the FIPS codes?

NiA

£1. Boes the slate provide and mainiain a
database that assigns each five digit and nine
digit zip code within the member state {o the
proper tax rate and jurisdiction?

N/A

F2. Does the siate apply the fowest combined tax
rate imposed in a zip code if the area in that zip

code includes more than cne tax rate?

N/A
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G. Does the slate provide address-based
boundary database records for assigning taxing
jurisdictions and thelr associated rates? If yes,
answer the following quastions,

N/A

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

NIA

2. Do the records meet the requirements of the
Federal Mobile Telecommunications Sourcing
Act?

N/A

H. if the state has met the requirements of
subsection (F} and elected to certify vendor
provided address-based dalabases for assigning
tax rates and jurisdiction.

N/A

1. Are those databases in the same format as the
dalabase reccrds approved pursuant to (G} of thi
section? :

N/A

2. Do those dalabases meet the requirements of
the Federal Mobil Telecommunications Sourcing
Act (4 U.S.CA. Sec. 118 (a))?

NIA
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Does the state relieve sellers and CSPs from
liability to the state and ifs {ocal jurisdictions for
collecting the incorrect amount of tax because of
reliance on state provided dala on rates,
bourdaries, and jurisdiction assignmenis?

YES

KRS 139.795(6)

A. Does fhe state provide a dafabase per Section
305, in downloadable format?

YES

if the slate designates a vendor to provide the
Section 305 daiabase does the vendor's
database meet the requirements of Sections 305,
306 and 307 and Is provided at no cost {o the
user of the dalabase?

. th avi o
sales and use tax rate on items of personal
property or servicas except for fuel used to power
motor vehicles, alreraft, locomotives, of
waltercrafi, or o electricity, piped naturat or
artificial gas, or other fuels delivered by the seller,
or the retail sale or trans{er of motor vehicles,
aircraft, watercraft, modutar homes, manufactured
homes, or mobile homes?

NIA

NO

KRS 139.200, 139.310

Kentucky has a singfe 6% statewide sales and
use tax rate,

AZ2. Does the state have a single additional tax
rate on food and food ingredients and drugs as
defined by state law pursuant fo the Agreement?

N/A

B1. If the stale has local jurisdictions with a sales
or use fax, does any local jurisdiction have more
than one sales lax rate or one use tax rate?

NIA

B2. If the stale inas local jurisdictions with & sales
and use {ax are the local sales and use {ax rates
Identical?

. Does the state source a retail sate, excluding
lease or rental, of a product as follows:

NiA

CRIC INTERPRETATION
ARQPTED SEPTEMBER 20,
2007

1. If received at businass location of seller, then
sourced fo that location?

YES

138.105{1){a)t

7/412004

2. lf not received at business location of seller,
then sourced lo location of receipt?

YES

139.105{1){a)2

7M1/2004

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

YES

139.105(1)(a)3

71112004

4, If subsections 1, 2 & 3 do not apply, then
sourced fo address of purchaser oblained during
consummalion of sale, including address of
purchaser's payment instrument, if no other
address Is available?

YES

130.105(1)(a)3

7r1i2004
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5, If subsections 1, 2, 3 & 4 do not apply, including
the circumstance in which the seller is without
sufficient information fo apply the previous rules,
then sourced to focation from which tangible
personal property was shippad, from which digital
good or computer software delivered
electronically was first available for fransmission

by seller, or from which service was provided. YES 139.105(1){a)3 7142004
B. Doss the slate source a lease or renial of
fangible personal properiy as follows:
1. I recurring periodic payments, the first periodic
payment is sourced the same as a retait sale. Subsequent payments sourced to primary
Subsequent payments are sourced to the primary focation according to longstanding
property location for each period covered by the Regulation 103 KAR 28:051, administrative practice. Amended regufation
payment? YES KRS 138.785 71112004 gffective 9/22/05 to further clarify.
2. If no recurring periodic payments, then scurced 139,100, 139.105, 103 KAR Now explicit in Section 10(2)(b) of 103 KAR
in accordance with rules of retail sale? YES 28:051 7112004 28:051.
C. Does the slate source a lease or rental of
motor vehicles, trailers, semi-trailers, or aircraft

CRIC INTERPRETATION - that do not qualify as transportation equipment as

ADOPTED APRIL 18, 2006 |follows:
1. I recurring periodic payments, then sourced to 103 KAR 28:051 SECTION Effective by regulation 9/22/05, but under
primary property location? YES 10(3)(A) 71172004 general retail sourcing provisions in 139,105
2. If no recurring pericdic payments, then sourced " Effactive by regulation 9/22/05, but under
in accordance with rules of refail sale? YES THIZ004 general retall sourcing provisions in 139.105
D. Does the state source the retail sale, including
lease or rental, of transportation equipment in 103 AR 28:051 SECTION Effective by regulation 9/22/05, but under
accordance wilh rules for relail sale? YES 10 71112004 general retail sourcing provisions in 139.105

CRIC INTERPRETATION
ADOPTED APRIL 30, 2010

1. Does the state define transportation equipment
pursuant to in Section 318, subsection D?

Elfactiverdanta
Has the siate elacled to source the retail sale,
excluding lease or rental, of tangible personat
property and digital goods on where the order is
recoived?

NO

103 KAR 28:051 Section
1(2)

97222005
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Doas the state comply with all the provisions of
316.1 B and C?

or the purposes of Sectien , subsection (A),
does the state define the terms "receive” and
“receipt” o mean: taking possession of {angible
personal properly, making first use of services, or
taking possession or making first use of digital
goods, whichever comes first? Note: The terms
“receive” and "receipt® do not include possession
by a shipping company on behaif of the

purchaser.

NIA

YES

KRS 139.785
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A 2. For advertising and promotional Direct Mail,
doss the state provide that upon receipt of a
direct mail form or Exemptioen Certificate ¢laiming
direct mail, or other wrilten statement approved by|
the state, the seller, in the absence of bad failh, is
reliaved of alt obligations to collect, pay or remit
the {ax fo which the permit pertains?

YES

KRS 139.777(1)

711/2004; updated]
TH2011

A 3. Does the stale provide that upon receipt of
jurisdictional information, the seller shall collect
tax according to purchaser's submitled
informalion and in the absence of bad faith, seller
Is relioved of further liability?

YES

KRS 139.777(2){c)

7/112004; updated
712011

A 4. For advertising and promotional Direct Mail,
does the siale require the seller to collect tax
pursuant to Section 310 (AX5} if the purchaser
does not provide a direct pay permit, Exemption
Certificate claiming direct mail, or jurisdictionat
information?

YES

KRS 139.777(2)(d)

7/1/2004; updated
THI2011

B 1. For other Direct Mail, doas the state require
the seller fo collect tax pursuant {o Section 310
(AX3} if the purchaser doas not provide a direct
pay permit or an Exanption Certificate claiming
direct mail?

YES

KRS 138.777(3}{c)

7M1i2004; updated
7112011

The salo of other direct mail is generally not
treated as a retait transaction in Kentucky.

eloconiseurcing 1ol

B 3.For other Direct mail does the state provide
that upon receipt of a girect pay permit,
Exemption Certificate claiming direct mail, or
other writter: statement approved by the state, the
seller, in the absence of bad faith, is retieved of alt
obligations e collect, pay or remit the tax?

] =
A. Has the state adopted the origin-based direct

mail sourcing?

A. Except as required in subsection C below,
does the state source telecommunication services
sold on a call-by-cail basis {6 each leve! of taxing
jurisdiction where the call originates and
terminates in that jurisdiction or each levet of
taxing jurisdiction whese the call either originates
or terminates and in which seevice address is
located?

YES

KRS 139.777(3)(b)

KRS 139.105{2)(f)

1172004; updated
71472011

The sale of other diract mall is generatly not
treated a5 a retall fransaction In Kentucky.

7112004

B. Except as required in subsection C below,
does the state source telecommunication service
{o the customer’s place of primary use i sold on a
basls other than call-by-calt basis?

YES

KRS 139.105(2)(f)

7/1i2004

Ci. Does the state source the sale of mobile
teflecommunication service, other than air-o-
ground radiotelephone service and prepaid caliing
service, to customer's place of primary use as
required under Mobite Telecommunications
Sourcing Act?

YES

KRS 139.105(2){a)

7112004
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C2. Does the state source the sale of post-paid
calling service to the origination peint of the
telecommunication signal as first identified by
either the seller’s telecommunication system or
information received by the seller from its service
provider, where system used to transport signals
is not that of the seller?

YES

KRS 439.105(2)(b}

71112004

C3. Does the state source the sale of prepaid
wireless calling service and prepaid calling
services in accordance with Section 310 of the
Agresment, including the option of the location
associated with the mobile telephone number for
prepaid wireless calling service?

YES

KRS 139.105(2){c)

7/1/2004

C4a. For the sale of private communication
service, does the state source a saparate charge
related to a customer channel termination point to
aach fevel of jurisdiction in which such customer
channel termination point Is located?

YES

139.105(2)(d)1

7/1/2004

C4b. For the sale of private communication
service, does the stale source to the Jurisdiction in
which the customer channel termination poinis
are located when all cusliomer termination points
are located entirely within one jurisdiction or
levels of jurisdictions?

YES

139.105(2}{d)2

71112004

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

YES

139.105(2)(d)3

7172004

" |points in such jurisdiction by the total number of

C4d. For the sale of private communication
service, does the state scurce 1o each jurisdiction
based on the percentage determined by dividing
the number of customer channel termination

customer channel termination poinis when
service for sagments of a channel located in more
than ong Jurisdiction or {evels of jurisdiction and
which segments are not separately billed?

YES

139.105{2)(d)4

7112004

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

NiA

139.1956(28)(c)6

7112004

Kentucky does not tax Internet access.

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

9
sourcing tefecommunications:

YES

139.105(2

7112007

A. Alr-to-ground radictelephone service?

YES

139.195(2

71112004

B. Ancillary services?

YES

139.195(1

7/4/2007

C. Call-by-call basis?

YES

130.195(3)

71172004

D. Communicalions ¢hannal?

YES

139.195(4}

71112004
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E. Customer? YES 139.195(7) 7112004
F. Customer channel termination point? YES 130.195(8) 7112004
G. End user? YES 139.195(11) 71112004
H. Hente service provider? YES 139.195{13) 71112004
|. Mobite telecommunications service? YES 139.195{17}) 7Hi2004
J. Place of primary use? YES 139.495(21) 7/11/2004
K. Post-paid calling service? YES 139.195(22) 7112004
L. Prepaid calling service? YES 139.195(23) 71112004
M. Prepaid wireless calling service? YES 139.195{24 7112007
N. Private communication service? YES 139.195(25 71172004
0. Service address? YES 138.195{26 7112004
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Pro&uct-based exemptions. if the state exempls
a product that Is defined in Part |t of the Library of
Definitions does the state do so consistent with

Part |F and Section 32772 YES 139,485 THI2004 Exemptlon for food and food ingredients
Product-based exemplions. Can the state

confirm that where the Agreement has a definition

for a product that the state exempts, the state

does not exemp! specific items included within

that product definition unfess the definition sets

cutan exclusion for such item. YES 139.472(3){e) 71112004 Prosthetic devices

Entity and Uss-based exemptlons. If the stale

has enacted an sntity or use-based exemption for Mobility enhancing equipment added to the
a product that is defined In Part H of the Library of exemption and more recently DME. Each
Definilions does the sfate do se consistent with exemption requlres the issuance of a
Part Il and Section 3277 YES 139.472{1){h) and {1) 7112005, 71112009 | prescription.

_isuch Hem?

Use-based exemptions. Can the stale confirm
that any use-based exemption for an item does
noi constitute a product-based exemption for a
product defined In the Agreement that includes

A. Does the state provide for the following in
regard to purchasers claiming exemption:

1. Seller shall obtain identifying inforeration from
purchaser and reason for claiming exemption?

YES

KRS 130,270, 138.280

7112004

2. Purchaser is not required to provide signature,
unless paper exemplion cerlificale?

YES

KRS 139.280, 139.240(4)

7112004, 6/20/05

3. Seller shalf use standard form for claiming
exemption elecironically?

YES

KRS 139.280, 139.789(2)

Agreement provisions

4. Seller shall obtain same information for proof
regardiess of megium?

YES

KRS 139.280, 139.789(2)

Agraement provisions

5. Does the state issue identification numbers to
exempt purchasers that must be presented fo
sellers?

YES

KRS 139.280

71412004; 6/20/05

6. Seller shall maintain records of exempt
fransaction and provide 1o state when requested?

YES

KRS 139.270

The Governing Board has nof
defined "does not burden
selfers”. The burden is on
each slate to prove that
something other than a direct-
pay pareit or exemption
certificale meets this
provision.

7. Does the state administer use-based and
entify-based exemptions when practicable
through a direct pay permit, an exemption
certificate, or another means that does not burden
sellers.

YES

KRS 139.785

8. Inthe case of drop shipment szles, does the
state allow a third party vendor fo claim a resale
exemplion based on an exemption certificate
provided by its customerfre-selier or any other
acceptable information available to the third party
vendor evidencing qualification for a resale
exemption, regardless of whether the customer/re-
seller is registerad fo collect and remit sales and

use lax in the stale where the sale is sourced?

YES

Regulation 103 KAR 31:111

Longstanding administrative practice since at

least 1990.

8STGB Form FO006

Revised 5-17-14




B. Doss the siate relieve the seller from any tax if
It is determined that the purchaser improperly
claimed an exemption and hold the purchaser
Hlable for the tax, assuming the exceptions in the
section?

YES

KRS 130.270

70112004

C. Does the state relieve a seller of the tax
otherwise applicable if the seller obtains a fally
completed exemption certificate or captures the
relevant data elements required under the
Agreement within 80 days subsequent to the date
of sale?

YES

KRS 139.270

7112007

CRIC INTERPRETATION
ADOPTED DECEMBER 18,
2011

D.1. Doas the state provide the seller with 120
days subsequent to a request for substantiation
by a state, if the seller has not obtained an
exemption cerlificate as provided in B, 1o obtain
an exemplion certificate or other information
estabiishing the transaction was not subject fo
tax?

YES

KRS 139.270(3){a)

712011

D.2. Subsequent to the 90-day period provided in
B., does the state ralieve a sellar of the tax for
exempticn certificates taken in good faith or other
information establishing the transaclion was not
subject {o {ax that are obtained by the seller as
provided in D,1.?

YES

KRS 139.270(3)(b)

2011

G. Does the stafe post the Streamlined Exemption
Cerlificate on its website?

YES

hitp:frevenue.Ky.govINR/rdonlyras/005A1 AlC-
D11A-4284-9E86-
1A101CE13363/0/151A260210.pdf

The answer to this question
does not impact cerlification,
bt it would provide
informaticn to taxpayers.

2. Does the stale require purchasers to update
exemption cerlificate information or to reapply
with the state to claim certain exemption?

NO

KRS 139.270, Regulation
103 KAR 31:111

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

3. Doas the state relieve a seller of tax if the
seller obtains a blanket exemption certificate for a
purchaser with which the seller has a recurring
business refationship?

A. Does the state require the filing of only one lax
return for each taxing period for each selfer for the
state and all local jurisdictions?

YES

YES

KRS 139,270, Regulation
103 KAR 31:111

KRS 139.550

71112004

TH® Sireamlined Exempiion Ceruficate posted |
on our website Is a blanket certificate unless
designated otherwise. The use as a blanket or
single purchase is at the discretion of the
urchaser.

B.1. Does the state require that returns be filed no
sooner than the twentieth day of the month
following the month in which the transaction
ocouried?

YES

KRS 139.540

B.2. Does the state provide when the due date for
a return falls on a Saturday or Sunday or legal
holiday, the retfurn shall be due the next
succeeding business day.

YES

KRS 446,030

C.1. Does the stale accept the SER approved by
the governing beard?

YES

2. Voes the stale require the submission of
exemption information on part 2 of the SER,
excluding Model 4 sellers without a legal

requirement to register?

YES

KY requires all Mode!s other than Models 1 and

2 to submit Part 2 information,
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T3, oGS N6 siale alow Wodal T, NModel Z, and
Model 3 sellers to submif ifs sales and use fax
returns in a simplified format that does not include
more data fields than permitted by the governing
board?

G 3.c. Doas the state allow a medel 4 sellor (o file
a SER?

|eftoctive 112013

- 1G.3,4; Does the staté allow sellers riol’ regis!ered
- lunder the Agreement to filé an SER?. -

D. Does the state require the filing of 2 retum
from a seller who registers under the Agreement
and indicates that it anticipates making no sales
that would be sourced to that state?

NO

KRS 138.590

E. Does the state give notice to a seller registered
under the Agreerent, that has no fagal
requirement to register in a state, who falled to file
a return, a minimum 30 days notice prior fo
establishing a liability amount for taxes based
solely on the seller’s failure to timely file?

At. Does the stale require more than one
remittance for each retura?

YES

NO

KRS 130.540

Complies with current billing procedures in
place.

AZ. If the state requires more than one remitlance
for each return does it do so anly if: {1) seller
collects more than $30,000 in sales and use taxes
in stale during preceding year, (2) any additicnal
ramittance {o be determined through a calculation
method, and {3) the seller is not required to file
addilional refura?

N/A

C. Doss the state allow payment to be made by
hoth ACH Credit & ACH Debit?

YES

KRS 131.155, Reg 103 KAR
1:060

5M14/2001

D. Does the state provide an alternative method
for "same day” payment if electronic fund transfer
fails (electronic check or Fed Wire)?

YES

KRS 131.155, Reg 103 KAR
1:060

511412001

E 1. Does the state provide that if a due date falls
on a Saturday, Sunday or a lega! holiday in the
state, the taxes are due on the next succeading
business day?

YES

KRS 446.030

E 2. Dogs e slale provide thatifa due date Talls
on a day the Federal Reserve Bank is closed, the
faxes are due on the next day the Federal
Reserve Bank is open?

YES

KRS 286.3-193

Internal procedures are in place to treat payment
as tmely in cireumstances like Federal Reserve
closure.

F. Does the state require that any data that
accompanies a remitlance to be formaited using

uniform {ax type and payment type codes?

A. Does 1he stata allow a seller to take a
deduction from faxable sales for bad debis?

YES

KRS 131,155, 139.7110, Reg
103 KAR 1:06

KRS 139.350(1)

5/14/2001

71172004

SSTGB Form FO006

Revised 5-17-14




B. Does the state use the definition of bad debt
found in 26 UL.S.C. Sec. 166 as basis for
calculating a bad debt racovery, excluding:
financing charges or interest; sales or use taxes
charged on purchase price; uncollectible amounts
on properly that remains in possession of seller
until full price paid; expenses Incurred in altempt
fo collect debt, and repossessed property?

YES

KRS 139.350(2)

7172004

C1. Does the state allow bad debis to be
deducied on the return for the period during which
the bad debt is written off as uncollectible on and
is oligible be deducted for federal income tax
purposes?

YES

KRS 139.350(1)

714112004

C2.  the seller is not required to file a federal
income tax return does the state aflow bad debis
to be deducted on the return for the period during
which the bad debt is written off as uncollectible
on and would be eligible be deducted for federal
Income tax purposes if the seller was required fo
file a fadetal return?

YES

KRS 139.350(1)

71112004

D. Does the state require that, if a deduction is
taken for a bad debt and the debt Is subsequenily
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)

7i1/2004

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

YES

KRS 139.350(4)

71472004

F. Does the state provide that if filing
responsibitiies are assumed by a CSP, the state
allows the CSP to claim, on behalf of the seiler,
any bad debi aliowance?

YES

KRS 139.350(6)

7172004

G. Does the state provide that, for purposes of
reporting payment on previously claimad bad
debt, any payments made are applied first
proportionately to taxable price of property or
service and sales tax therecn, and secondly fo
Interest, service charges, and any other charges?

YES

KRS 139.350{7)

71112004

H. Does the slate permit aflocation of a bad debt
among states if the books and records of a the
arty support altocation among slates?

T

E. Does the state provide public notification to
consumars, including exempt purchasers, of
slate's practices relating to collection, use and

refention of personally identiftable information?

YES

YES

KRS 139.350; 139.785

KRS 139.785, 139.789,

131.190

71112004

711/2004

Administrative practice among member states
to comply with terms of the Agreement
=

nformation regarding collection, Use, an
retention of personally identifiable information
is availabls upon request. General privacy and
confidential statements are provided at
hitp:ikentucky.govipolicylprivacy.htm
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F. Does the state provide that when any
persenally identifiable infermation is no lenger
required for purposes in Section 321 subsection

KY has policies and procedures In place

(D)4}, such information shalk no longer be KRS 139,785, 139.789, governing retention schedules and destruction
refained by state? YES 131.190 of confidential matertal.

G. Does the state provide that when perscnally

identifiable information regarding an individual is

retained by or on behalf of state, the state shall Users ntay maintenance demographic

provide reasonable access to Information by such information in the central registration system.
individual and a right {o correct inaccurate KRS 139.785, 139.789, Cther personally identifiable information can be
information? YES 131.190 corrected upon request by the taxpayer.

H. Does the state provide thal if anyorne other

than a membaer state or parson authorized by

siate faw or the Agreement seeks to discover

personally idenlifiable information, state makes KY will follow all guidelines and procedures
reasonable and timely effort to notify the KRS 139.785, 139.789, provided by the Governing Board for

individual of the request? YES 131,180 compliance.

Seett

f. Is the state’s privacy policy subject to
enforcement by stale's AG or other appropriate
overnment authority?

A. Does the state have sales tax holidays?

KRS 131,130, 131.190,
139.785

1. if a stale has a holiday, does the state limit the
holiday exemption 1o items that are specifically
defined in Part Il or Part lli{B} of the Library of
Definitions and apply the exemptions uniformiy fo

state and local sales and use taxes? NIA
2. if a state has a hotiday, 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? NIA
3. If a slate has a holiday, does the state apply an

enlity or use based exemplion to ilems? N/A
3. if a slate has a holiday, does the state imit a

product based exemption to items purchased for

personal or non-business use? NIA
4, If a state has a holiday, does the state require a

seller {0 obtain an exemption certificate or other

certification from a purchaser for items to be

exempted during a sales tax holiday? NIA
B1. If a state’s holiday includes a price threshold,

does the state provide that the threshold includes

only Hems priced below thrgshold? NIA
B2. If a slate’s holiday includes a price threshold,

does the state axempl only a portion of the price

of an individual item during holiday? NIA
C. Doss the siate meet each of the procedural

requirements for holidays? NIA
1. Layaway sales? N7A
2. Bundled sales? NiA
3. Coupons and discounts? NIA
4. Splitting of items normally sold together? NiA
5, Rain checks? NIA
6. Exchanges? NIA
7. Delivery charges? NIA
8. Order date and back orders? NIA
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9. Returns? |

N/A

Seg

1

. Different ime zo

1. Does the state have any caps or thresholds on
the application of rates or exemptions based on
the value of a transaction or Hem?

NO

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

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 iransaction or item?

N/A

D. Does the siate have cap or threshold on the
value of essential clothing?

1. Dees the state provide that the tax computation
messt be carded to the {hird decimal place?

YES ‘KRS 139.230

71112004

2. Does the stale provide that the tax must be
rounded to a whole cent using a method that
rounds up to next cent whenever third decimal
place is greater than four afler?

YES KRS 139.230

7/4/2004

B.1. Does the state allow sellers to elect lo
compute tax due on a transaction, on a item or
irvoice basis, and shall allow rounding nule fo be
applied to aggregated state and local taxes?

NIA KRS 139,230

7112004

as the methodology Is consistent.

There Is no restriction on whether the tax is
computed on an Invoice or item basis as long

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

s
C. Does the state provide that a cause of action
agalinst seller does not accrue until the purchaser
thas provided written notice to the seller and the
seller has had 60 days to respond? Notice must
conlain information recessary to determine
validity of request,

YES KRS 139.230

71172004

YES KRS 139.774(1) 71112004

0. Does the state provide for uniform fanguage in
regard to presumplion of a reasonable business
practice when a seller: 1) uses either a provider or
a system, including a proprietary system, thatis
certified by the state; and ii) has remitted to state
all taxes collected, less deduclions, credits or
liaction allowances?

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

A. If term definad in Library appears in state's
statutes, rules or regulations, has the state
adopted the definition in substantially the same

fanguage as the Library definition?

YES KRS 139.771(2) 71172004

YES KRS

YES KRS 139.010

TR

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

refarence and future amendments.
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B. Can the state confirm that it does notuse a
Library definition thal is contrary to meaning of
Library definition?

See references in Library of Definifions Section.

CRIC INTERPRETATION

ADOPTED AUGUST 29, 2006

C. Except as provided in Sections 316 and 332
ard Livrary, can the state confirm that it imposes
{ax on all products and services included within
each Pant Il or Part B} definition or exermnpt from
tax all products or services within each definition?

YES

: ary'a
Defnittoas portion of the Eaxabmty watrix in the
b downfoadable format approved by Gcwemmg

A2 Héé'uié:"s'téte"compieied the Best Préé;ices

=7 | portion of the taxability matrix in the down!oadable
" {format approved by the Govemmg Board? -

B. Does the stale provide nolice of changes in the
taxability malrix as required by the Governing

Board? YES

C.1. Does the stale relieve sellers and CSPs from

liability to the state and its local jurisdictions for

having charged and collected incorrect tax

resu[ﬁng from erroneous data in lha matn'x? YES KRS_ _139_.795_ _ 7112004

C 2 lf the stale amends an ewshng prevlslon o
= {its taxabiiity matrix, doss. {he state relieve seﬂers
“|and CSPs from inabmtyto the ‘state and its loca
Jjudsdictions unlif the first day of the calendar i
:fmionth that is af leas! 30 days after-notice of & ..
- ichange o {he staté's taxability matrix is submilted
- Ho the Governing Board for having charged and
|éollected incorrect tak if the seller or CSP refied
“.|on thé prior version of the taxability malrix? -

D. If the state taxes specified digitat products, has
the stale noted such in the taxability malrix?

E. If the state has a sales tax holiday, has the
state noted the exemplion in the taxability matrix?

Does the state provide that the effective date of
rate changes for services covering a period
starting before or ending after the statutory
effeclive date is as follows:

1. For a rate increase, the new rate shall apply to
the first billing period starling on or after the

This application of new rates reflects the

effective date? YES KRS 129.785 administrative practice of the Department.
2. For a rate decrease, new rate shall apply to This application of new rates reflects the
bills rendered on or after the effeclive date? YES KRS 139,785 administrative practice of the Department.

A. Has the stale adopfed and does the stafe
utilize the core definition of "bundled transaction®
{o determine tax treaiment?

YES

KRS 139,215

7112007
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C. Can the state confirm that for bundled
fransactions that include telecommunication
service, ancillary service, internet access, or
audlo or video programming service the following
rules apply:

1.For transactions thal include both taxable and
nontaxable items, the price atiributable fo
nortaxable items is exempt if the provider can
identify the price by reasonable and verifiable
standards from its books and records.

YES

KRS 139.215(1){A)

7112007

2. For transactions that include products subject
fo different tax rates, the {otal price may be
treated as aftrbutable to the products subject o
tax at the highest {ax rate unless the provider can
identify by reasonable and verifiable standards
the portion of the price attribuiable to the products
subject to tax at the lower rate from its books and
records that are kept in the regular course of
business for other purposes, including, but not
limited to, nen-lax purposes?

YES

KRS 139.215(1)(B)

7112007

D. If the state otherwise has not specifically
imposed tax en the retall sales of computer
scftware maintenance contracts, dees the state
treat software maintenance contracts as provided
in this section?

A. Does the slate provide refief for purchasers
from liability for penally to that state and its locat
jurisdictions for having failed to pay the correct
amount of sales or use tax in the foliowing
circumstances:

YES

See software maintenance contract section of
the taxability matrix,

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

YES

KRS 139.795(6)

§/1/2008

2. Apurchaser holding a direci pay permit relied
on erronecus dala provided by the state on tax
rates, boundaries, taxing jurisdiction assignments,
or in the taxability matrix completed by the state
pursuant to Saction 3287

YES

KRS 139.795(8)

8/1/2008

3. A purchaser relied en erreneous data provided
by the state in the taxability matrix completed by
ihe state pursuant to Section 3287

YES

KRS 138.795(6)

81112008

4. A purchaser using databases pursuant fo
subsections (F), (G), and (H) of Section 305 relied
on erroneous data provided by the state on lax
rales, boundarias, or {axing jurisdiction

assignments?

YES

KRS 139.795(6)

8112008
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B. {Except where prohibited by a member state's
constifution) Does the state relieve a purchaser
from Rability for tax and interest to the state and its
local jurisdickons for having failed to pay the
correct amount of sales or use tax in the
circumsiances described in Section 331 A,
provided that, with respect to reliance on the
taxability matrx completed by the state pursuant
to Section 328, such retfief is limited to the state's
arroneous classification in the taxability matrix of
terms included in tha Library of Definitions as
"taxable™ or "exempt”, “included in sales price” or
"excluded from sales price” or *included in the
definition® or "exciuded from the definition”,

A. Doses the state include specified digital
products, digital audio-visual works, digital audic
works, or digitat books in Its definition of ancillary
services, computer softwars, telecommunication
servicas or tangible personal property?

KRS 130.795(6

NO KRS 139.010,139.15

8/112008

71112009

Spacified digitat products and its 3 subgroups
are defined separately from tangible personal
property and the other categories as woll.

D1, Is the slale's tax on specified digital products,
digital audio-visual works, digital audio works, or
digital books construed to apply only fo the end
user unless specifically Imposed on someone
other than the end user?

YES KRS 139.200,139.270

7/1/2009

Tax is imposed only on retall sales so the
normal sale for resale exemption applies.

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 less than permanent use?

YES KRS 139.200

71412009

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 products,
digital audio-visual works, digital audio works, or
digital books construzed 1o apply only ona sale
which is not conditioned upon continued payment
from the purchaser unless specifically Imposed on
a sale which is conditioned upon continued
payment from the purchaser?

YES KRS 139.200

71112009

Tax Is imposed regardless of whether there is a
candition of continual payment.

D4. Does tha state’s taxability maleix indicate if
the state's {ax s Imposed on a product transferred
electronically to a person other than the end user
or on a sale with the right of less than permanent
uge granted by the seller or which is conditioned
upon continued payment from the purchaser?

YES

See the Jul 13 taxability matrix.

G. Is the slale's {ax ireatment of the sale of a
digitat code the same as the tax treatment of
specified digital product or product delivered
elactronically to which the digital code relates?
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Excluding prewritten computer software, does the
state include any product transferred
glecirenically in its definition of fangible personal

property?

Does the state have any prohibited replacement
iaxes?

NO

KRS 139.010, 139.200

71112009

TPP and digitai products are defined separalely
and tax is Imposed on each calego

:|Best Practices -

Section 335

- }Goyerning Board, -

‘|No siate shalfbe. fouad net in

;. comphance with the .0
‘JAgreemerit because the eﬂecﬁ
‘1of the state’s laws, fules,

'- regu!alEons, and policles do

0ot follow each of the best -
practicés adopted by the

- Dad the state complete the Basl Pracﬂces porﬂon
of the {axability matrix réquired under Section 328 | -

i " jsubmit it 10 thie Executive Director for postmg fm
“{the Governing Board's wéabsite? -

“|of the Agresment by the first day of the caiendar
manth that is at least 30 days after the date the ©
Govemmg Bcard approved a best pracnce and

Boa;d s online registration system?

YES

KRS 130.785

KY has been active with Implementation since
Qct 2005,

CRIC INTERPRETATION
ADOPTED DECEMBER 14,
2006

B. Does the state provide that it wilt not use a
seller’s registration with the central registration
system and collection of taxes in member slates
in determining whether seller has nexus with sfate
for tax at any time?

. Does the state provide amnesty fo a selle
who registers to pay or collect and remit
applicable tax in aceordanca 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?

YES

KRS 130.785, 130.794

KRS 139.789(5)

6/21/2001

71/12004;
612072005

Provided through general adminlstrative
authority at initial Implementation, and
subsequently through new statutory provision.

A2, Does the state provide that their amnesty will
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 the
effective dale of state's participation in the
Agreement?

Iséller has aleady regxstared underthe
S Agfeement doss the slate provlde _amnasty Qo
i Hhose sellers Ia accordance wrth A and A 2

fabove? -

A3 For states that joln the Agreement after the -

YES

KRS 139.785, 139.704 _

B. Does the state prowda thahts amnesty Is not
available to a seller who has received a notice of
audit from that state and the audit is not yet

CRIC INTERPRETATION resolved, including any related administrative and 71112004;

ADOPTED APRIL 18, 2006 jjudicial processes? YES KRS 138.794(2) 612012005
C. Does the state provide that its amnesty does

CRIC INTERPRETATION not apply to taxes already paid to the state orio

ADQPTED APRIL 18, 2006  [taxes already collected by a seller? YES KRS 1398.794(3) 6/20/2005
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D. Boss the slate provide that its amnesty is fully
sffective, absent fraud or misrepresentation of
material fact, as long as the seller continues
registration and continues payment of taxes for
CRIC INTERPRETATIONS  iperiod of atleast 36 months? Did the stale tolt its
ADOPTED AUGUST 29, 2006 statute applicable to asserling a tax liability during
& DECEMBER 14, 2006 36 month period? YES KRS 139.794{4) 612012005
E. Does the state provide that its amnaesty is
applicable only to laxes due from a sellerin its

capacity as seller and not in its capacityas a
buyer? YES KRS 139.784(5) 6/20/2005

Does ths slale provide that the seller may select
one of the technology models?

A Mode! 1-seiler sefects CSP as agent to perform

all funclions except remit tax on its own TH72005;
purchases? YES KRS 139.785; 138,781 6/24/2007
B. Model 2-seller selects CAS which calculates

amount of tax due? YES KRS 139.785; 139.781

C. Model 3-seller ulilizes own proprietary system
thal has been certified as a CAS?

Does the state provide that the seller may be
registered by an agent? YES KRS 139.795

This isn't a compliance issue
but is semething sellers and | Dees the state require that the written agent
their a should k iniments be submitted to the stale?

Not at the time of registration, but later
NO varification could be required.

y p a for pi nd sy:
certification {o aid in the administration of sales
ang use {ax collection? YES KRS 139,785

A i

A, Can the state confirm that it reviews soffware
submitied for certification as a CAS under Section
5012 YES KRS 139.789, 139,795
B. Does the state provide liability relief to CSP's
and model 2 selfers for refiance 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 139,785
£, Does the state allow the CSP or model 2 seller
10 days fo correct classification of items found to
be in error before holding the CSP or model 2
seller liable? YES KRS 139.795(4) 71172007

| A. Does the state provide a monstary allowance
to a CSPin Mode! 1 In accordance with the terms

of the contract between the governing board and
tha CSP? YES KRS 139.570(2) 6/20/2005
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Does the slafe provide monetary allowance to
Model 2 sellers pursuant to the Governing
Board’s rules?

6/20/2005

Bungled transaction B 7
Delivery charges YES KRS 139.010 7412004

CRIC INTERPRETATIONS

ADOPTED DECEMBER 14,

2006 AND SEPTEMBER 5,

2008
Direct mail YES KRS 139.010{10){(a) & (18) 7/1/2004
Lease or rentat YES KRS 139.010 71172004
Purchase price N/A
Retait sale or Sale at retail YES KRS 139.610 71172004

AMENDED DEFINITION ON

QOCTOBER 8, 2011

RELATING TO EXCLUSION

FOR CERTAIN STATE,

LOCAL AND TRIBAL TAXES |Sales price YES KRS 139.010 THI2004
Telecommunications nonrecurring charges YES KRS 139.195 71112007

CRIC INTERPRETATION
ADOPTED MAY 12 2008

Tang|ble personai property

KRS 139,160, 139.010(33) 71104, TIHO9

Cfothing NIA
Clothing accessories or equipment NIA
Essantial clothing NIA
CRIC INTERPRETATION
ADOPTED AUGUST 28, 2006|Fur ¢lothing NIA
Protective equipment N/A

Sport or recreahonal [:]

N/A

PRODU
Specn"ed d|g|ta| products

Computer NIA
CRIC INTERPRETATION
ADCPTED MAY 12, 2008 Compuler software NIA
Delivered slectronically NIA
Elactronic N/A
Load and lgave N/A
CRIC INTERPRETATION
ADOPTED MAY 12, 2009 Prewrillen computer software 139.010 KRS 139.010 711712004
Nof adopted in statute but administratively
Computer soffware maintenance confract YES applied.
Mandatory computer software maintenance Not adopted in statute but administratively
contract YES applied.
Not adoptad In statute but administratively
Opr.mnal computer software maintenance contract YES applied.

N/A
Digital audio-visual works YES KRS 139.010(5 714i2009
Digital audio works YES KRS 139.010(6 71412009
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Alcoholic beveragss YES KRS 139.485 7112004
Boitled water NIA

CRIC INTERPRETATIONS : -

ADOPTED SEPTEMBER 20,

2007, SEPTEMBER 30,2003,

DECEMBER 17,2000 8 ©

QCTOBER 36,2013 - " ICandy YES KRS 130.485 71142004
Bietary supplement YES KRS 130.485 7112004

CRIC INTERPRETATIONS

ADOPTED QCTOBER 7,

2010 & DECEMBER 18, 2011 {Food and food ingredients YES KRS 139.485 7112004
Food sold through vending machines YES KRS 139.485 71112004

CRIC INTERPRETATIONS -

ADOPTED APRIL 18, 20086,

DECEMBER 14, 2006 AND

MAY 14,2014 %027 IPrepared food YES KRS 139.485 71112004

CRIC INTERPRETATIONS -~

ADOPTED SEPTEMBER 30,

2008 & OCTOBER 30, 2013 . {Soft drinks YES KRS 130.485 71172004

CRIC INTERPRETATION

Tobacco

KRS 130.485

711/2004

ADOPTED JUNE 23, 2007 |Drug YES KRS 139.472 71112004
Durable medical equipment {effective 1/4/08) YES KRS 139.472 71112007
Greoming and hygiene products YES KRS 139.472{3){B) 8112008
Mobility enhancing equipmant YES KRS 139.472(3)({D) 6{20/2005
Over-the-counter-drug YES KRS 139.472{3){CH 8/1/2008
Proscription YES KRS 139.472(3)(D) 772004

Prosthetic device

ELECOMMUNICATIONS

KRS 139.472(3)(E

7172004

The following are Tax Base/Exemption terms:

Ancillary services YES KRS 139.195(1} 71412007
Conference bridging service YES KRS 139.195(5) 71412007
Detailed telecommunications billing sarvice YES KRS 139.195(9} 71172007
Directory assistance YES KRS 139.195{10) 71172007
Vertical service YES KRS 139.195(30) 7172007
Voice mail service YES KRS 139.195(31) THI2007
Telecommunications service YES KRS 139,195(28) TH1/2007
800 service YES KRS 139.195(32) THI2007
900 service YES KRS 139.195(33) 70172007
Fixed wireless service YES KRS 139.195(12) THI2007
Mobile wireless service YES KRS 139.195{18) 7112007

CRIC INTERPRETATION

ADOPTED AUGUST 17, 2010]Paging service YES KRS 139.195{(19) 7112007
Prepaid calling service YES KRS 139.195{23) 7112004
Prepaid wireless calling service YES KRS 139.195{24) 71112007
Private communicatigns service YES KRS 139.195(25) 7/1/2004
Value-added non-voice data service YES KRS 139.195{29) 71412007
The following are Madifiers of Sales Tax
Base/Exemption Terms:
Coin-operated felephone service N/A
International YES KRS 139.195(14) 71112007
Interstate YES KRS 139.195(15) 7412007
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Intrastate

VES KRS 139.195(16}

71172007

Pay telephone service

YES KRS 1392.195{20)

7112007

Residential felecommunications service

KRS 139.470(9

7112007

gl ks

Disaster Preparedness Supply N/A
Disaster Preparedness General Supply N/A
Disaster Preparedness Safety Supply NIA
Disasler Preparedness Food-Related Supply N/A
Disasier Preparedness Fastening Supply NIA
Eligible property NIA
Energy Star qualified product NiA
Layaway sale NIA
Rain check NIA

CRIC INTERPRETATICN

ADOPTED DECEMBER 19,

2011 School supply NIA
Schoot art supply N/A
School Instrugtional material NIA
School computer supply N/A

The Cert:ﬁcate of Compliance was rewsed on May 1?, 2014 to ref[ect 3mendmants 10 lhe Agreement as approved
by the Streamlined Sales Tax Gaverning Beard through May 16, 2014, ’ S

Certificate of Compliance Attestation

As the chief executive of the state’s tax agency, | declare that this Certificate of Compliance s true, correct,
and complete to the best of my knowledge and belief.
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Commissioner, Department of Revenue

Title

Kentucky

State

29-Jul-14
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