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0bjective

• To gain a better understanding of sales tax 
rules and procedures at the University of 
Kentucky.



Sales Tax

• Sales tax is the amount of tax levied on sales by the 
Commonwealth of Kentucky.  

• Collecting and remitting sales tax is required by state 
law KRS Chapter 139.

• KRS 139.495 covers the rules for resident nonprofit 
institutions like the University of Kentucky.

• 6% sales tax is collected on all taxable sales.
• The amount collected is remitted monthly to the 

Kentucky Department of Revenue.
• The University has a sales tax permit with Kentucky for 

sales made by the University.



Sales Tax

• The University is exempt from paying sales 
and use tax for purchases made for the 
University.
– Vendors are required to keep a copy of UK’s 

Purchase Exemption Certificate on file.  A copy of 
the form is available by emailing 
UKPurchasing@uky.edu. 



Sales Tax

• Sales of tangible personal property and digital 
property to the general public in Kentucky are 
taxable, unless specifically exempt by statute.

• Sales of certain services are taxable.



Examples of Taxable Sales

• Cosmetics and nonprescription drugs. 
• Clothing and other wearing apparel, costume 

jewelry, class rings. 
• School pictures, yearbooks, magazine 

subscriptions, records, tapes and similar items.
• Candy, soft drinks, popcorn and other such items 

sold at schools as well as in conjunction with 
school events.

• Copier charges.



Examples of Taxable Sales

• Meals to faculty, staff, other school personnel, guests and 
members of the general public. 

• Concessions including sales through vending machines.
• Sales made through gift shops, cafeterias, etc.
• All sales made by a university book store and supply store 

except sales of textbooks, related workbooks and other 
course materials.  

• All of the above applies to sales made by the University 
and not sales made by an outsourced vendor. 

• Outsourced vendors are required to collect and remit sales 
tax on their sales separately from the University.



Examples of Taxable Services

• Landscaping services.
• Janitorial services.
• Pet care services.
• Industrial laundry services.
• Non-coin-operated laundry and dry cleaning 

services.



Examples of Taxable Services

• Linen supply services.
• Indoor tanning services.
• Nonmedical diet and weight reduction 

services.
• Limousine services if a driver is provided.
• Extended warranty services.



Labor and Installation

• Labor and installation charges for installing 
taxable tangible personal property, digital 
property or service sold at retail are subject.  

• Stand-alone labor and installation services are 
not subject.



Veterinary Services

• Small animal veterinary services are subject to 
sales tax.

• All diagnostic testing done for veterinarians to be 
used in their practices for small animals is subject 
to sales tax until June 30, 2019.

• On and after July 1, 2019 sales tax does not need 
to be collected from veterinarians that provide 
resale certificates.

• Diagnostic testing done for excluded animals is 
not subject to sales tax.



Examples of Nontaxable Sales

• Fundraising event sales.
• Sales by school bookstores or university departments of 

textbooks, workbooks and other course materials.  
(Barnes and Noble responsibility.)

• Sales of food to students in school cafeterias or 
lunchrooms.  (Aramark responsibility.)

• Sales for which a resale, agricultural or purchase 
exemption certificate is received.

• Sales to government units, interstate commerce, inter-
agency and inter-departmental sales.



Admissions

• Admissions to athletic events, dances, 
concerts, plays, lecture series, films, fund 
raising events, noneducational events and 
gym memberships sold by nonprofits were 
subject to sales tax from July 1, 2018 to March 
26, 2019.

• New legislation was passed that made these 
admissions no longer subject to sales tax as of 
March 27, 2019.



Evaluating Sales

• Sales of t-shirts
• Career fairs
• Fundraising events
• Goods sold at fundraising events



Evaluating Customers

• In-state customers.
• In-state customers with resale, agricultural 

or purchase exemption certificates.
• Internal UK customers.
• State government units.
• Out of state customers.



Online Out of State Customers

• Several states require sales tax remittance 
from online sales made in their states by 
remote sellers.

• The requirements usually include 
thresholds for number of sales and  
amounts of sales.

• The University is viewed as one entity.



Responsibilities

• Departments
• Collect sales tax in accordance with KRS 139.495.
• Complete the sales tax form and send to 

Accounting and Financial Reporting Services 
(AFRS).

• Retain sales tax supporting documentation for no 
less than four years from sale in accordance with 
KRS 139.720.



Responsibilities

• AFRS
• Verify the accuracy of the sales tax reports 

received from each department.
• Complete the Kentucky Sales and Use Tax return 

for the University and remit the amount due to 
Kentucky Department of Revenue by the 19th of 
each month.



Reporting Sales Tax Collected
• The sales tax form is located at the eForms page on the 

University’s webpage and is due by the 10th of the month.  
The form is located at the following link: 
http://www.uky.edu/eForms/alphaindex.php?startswith=S

• Once at this page, click on the Excel symbol
• The form is in Excel and includes formulas to calculate the 

amount owed.

http://www.uky.edu/eForms/alphaindex.php?startswith=S






Posting Sales Tax in SAP

• The department posts the amount collected to credit 
GL account 449070 Sales Tax Collected.

• Each month when sales tax is remitted to the Kentucky 
Department of Revenue, AFRS posts a debit amount for 
the charge to the same GL account.

• The amount of Total Sales Tax Collected on the form is 
reduced by a small amount, this amount is called 
vendor’s compensation.  It is calculated and given back 
to the vendor by the Kentucky Department of Revenue 
for each sales tax payment made.



Department Posting of Portion 
of Sales Tax Collected



AFRS Posting

Sales tax remitted



Sales Tax Questionnaire

• AFRS has developed a questionnaire to gather 
information concerning sales tax. 

• Departments can fill out the questionnaire 
and send it to AFRS for an informed 
determination on sales tax liability. 

• This form can be found at the following link:
https://www.uky.edu/ufs/accounting-and-financial-
reporting#links

https://www.uky.edu/ufs/accounting-and-financial-reporting#links


Student Audits

• Student interns have conducted several audits 
of sales tax under AFRS supervision.

• Audits have covered several cost centers in 
several Colleges.

• The first group of student interns identified 10 
cost centers for AFRS review and 5 were 
identified as possibly having sales tax liability.



Resources

• The Business Procedures Manual includes 
information and instructions concerning sales tax 
in document E-6-1, which can be found at this 
link: 
http://www.uky.edu/ufs/sites/www.uky.edu.ufs/f
iles/bpm/E-6-1.pdf

• Contact at AFRS:
• Rashmin Manandhar
• Rashmin.Manandhar@uky.edu
• 859-257-8638

http://www.uky.edu/ufs/sites/www.uky.edu.ufs/files/bpm/E-6-1.pdf


Questions?
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