
City and County of Denver

Introduction to 
Sales & Retailer’s Use Tax

Part Two of Two



The tax rates used during this presentation 
were valid and correct at time of recording.  

Rates may have changed since the 
recording, please visit 

www.denvergov.org/treasury
for Denver’s tax rates and 

www.colorado.gov/tax
for current state wide tax rates.

Sales Tax Rates - Disclaimer

http://www.denvergov.org/treasury
http://www.colorado.gov/revenue/tax
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Sales Tax – Purchase Price

Section 53-53(21) & 
53-103(23)

 The gross value of all materials, labor and services, 
inclusive of profit
o Manufacturing labor

 Transportation and delivery charges
o Freight
o Fuel surcharge
o Shipping and handling

 Without any discount from the price
 Any other expense whatsoever

www.denvergov.org
www.denvergov.org/treasury

Presenter
Presentation Notes
Now we’ll look at some of the components of the Purchase Price The definition of purchase price is very important because sales tax is imposed on the purchase price paid for the six categories we just discussed (i.e. tangible personal property, data progressing programs, etc.) I am not going to read the definition to you, but I am going to break down the definition and hit on the most important parts of this description.On many of the slides you will see today, you will find a Section number above the slide number in the bottom right hand corner. These relate to the relevant sections of DRMC. If there is a relevant Tax Guide topic, that will be shown here too.Let’s take a closer look at Manufacturing labor



www.denvergov.org/treasury 4

Sales Tax - Retail price example

"Manufacturing" means the operation or performance of an integrated series of 
operations which places a product, article, substance, commodity, or other 

tangible personal property in a form, composition or character different from 
that in which it was acquired whether for sale or for use by a manufacturer. The 

change in form, composition or character must result in a different product 
having a distinctive name, character or use from the raw or prepared materials.

Section 53-53(16) & 
53-103(17)

www.denvergov.org

Presenter
Presentation Notes
For example,A company can purchase wood and nailsWhich go through the manufacturing processTo create a dog house.  The total price of the dog house is taxable even though there are components of labor included in the selling price.  

http://images.google.com/imgres?imgurl=http://img.alibaba.com/photo/50140348/Din_95_96_97_Slotted_Wood_Screws_with_Raised_Round_Countersunk_Head.jpg&imgrefurl=http://fareastway.en.alibaba.com/product/50140348-0/Din_95_96_97_Slotted_Wood_Screws_with_Raised_Round_Countersunk_Head.html&usg=__g7FlGx0S9Vabqz7ICVCZUALLtt0=&h=360&w=360&sz=31&hl=en&start=18&um=1&tbnid=bHVP5xsTUxpqmM:&tbnh=121&tbnw=121&prev=/images?q=screws&hl=en&um=1
http://farm3.static.flickr.com/2222/2246438239_79fd02e77d.jpg?v=0
http://images.google.com/imgres?imgurl=http://www.back-on-track.co.uk/images/bl00102_.gif&imgrefurl=http://www.back-on-track.co.uk/Manufacturing.htm&usg=__xeTrJsvRiAFP_ul7zgsb81XvNAI=&h=364&w=442&sz=8&hl=en&start=24&um=1&tbnid=BJhj5Egj7zHBbM:&tbnh=105&tbnw=127&prev=/images?q=manufacturing+processes&ndsp=18&hl=en&sa=N&start=18&um=1
http://images.google.com/imgres?imgurl=http://www.murfreesboropost.com/mod/liststuff/photos/ad697.jpg&imgrefurl=http://www.murfreesboropost.com/mod/liststuff/fullsizead.php?ad=697&usg=__3cEt25Lu1ePGqALcA33Jn5yy1SI=&h=584&w=547&sz=45&hl=en&start=1&tbnid=nXRwXlVK_0xGLM:&tbnh=135&tbnw=126&prev=/images?q=dog+house&gbv=2&hl=en


Purchase price 
includes 

fabrication labor.  
Even if the 

fabrication labor is 
separately stated, 
it is still taxable.

Manufacturing or 
Fabrication Labor 

www.denvergov.org

Total Animal experience Company, Inc. INVOICE
1436 Bob St. DATE: February 15, 2021
Denver, CO  80842 INVOICE # 160
Phone 303.555.0190

DELIVERY METHOD CPU

Bill To: Ship To:
Jane Doe
456 Miller St.
Denver, CO  80202

DESCRIPTION AMOUNT

15 lb. Bag of Total Animal Dog Food T $                           30.00 

Dog House

Materials T $                         100.00 

Fabrication Labor T $                         400.00 

SUB TOTAL $                         530.00 

TAX (8.81%) on $530 $                           46.69 

TOTAL  $                         576.69 

THANK YOU FOR YOUR BUSINESS!

www.denvergov.org/treasury

Presenter
Presentation Notes
Even though this invoice separately states the fabrication or manufacturing labor to build the dog house, it is still taxable.  
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Sales Tax – Purchase Price part 2

Purchase Price
 The gross value of all materials, labor and services, 

inclusive of profit
o Manufacturing labor

 Transportation and delivery charges
o Freight
o Fuel surcharge
o Shipping and handling

 Without any discount from the price
 Any other expense whatsoever

www.denvergov.org
www.denvergov.org/treasury

Section 53-53(21) & 
53-103(23)

Presenter
Presentation Notes
Transportation is also part of the purchase price and is taxable.  Includes freight charges, fuel surcharges, energy surcharges, shipping and handling charges, etc.  



Freight

Freight & fuel charges are 
taxable by Denver

www.denvergov.org

Total Animal experience Company, Inc. INVOICE
1436 Bob St. DATE: February 15, 2021
Denver, CO  80842 INVOICE # 185
Phone 303.555.0190 

DELIVERY METHOD Shipped

Bill To: Ship To:
Jane Doe Jane Doe
456 Miller St. 456 Miller St. `
Denver, CO  80202 Denver, CO  80202

DESCRIPTION AMOUNT
15 lb. Bag of Total Animal Dog Food T $               25.00 

Ball - Dog Toy T $                 5.00 

2 lb. Dog Treats T $               15.00 

Dog Bones T $               25.00 
Freight charge T $                 5.00 

Fuel surcharge T $                 5.00 

SUB TOTAL $               80.00 
TAX (8.81%) on $80 $7.05

TOTAL  $               87.05

THANK YOU FOR YOUR BUSINESS!

www.denvergov.org/treasury

Presenter
Presentation Notes
The freight charge and the fuel surcharge on this invoice are taxable.  
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Sales Tax – Purchase Price part 3

Purchase Price
 The gross value of all materials, labor and services, 

inclusive of profit
o Manufacturing labor

 Transportation and delivery charges
o Freight
o Fuel surcharge
o Shipping and handling

 Without any discount from the price
 Any other expense whatsoever

www.denvergov.org
www.denvergov.org/treasury

Section 53-53(21) & 
53-103(23)

Presenter
Presentation Notes
Without any discount from the priceThere are two types of discounts.  A trade/quantity discount and a cash discount.  It is important to note which discount reduces the purchase price and which doesn’tWe’ll look at a Cash Discount first.



Cash Discount

Cash discounts 
do not reduce the 
taxable purchase 

price.

www.denvergov.org

Total Animal experience Company, Inc. INVOICE
1436 Bob St. DATE: February 15, 2021
Denver, CO  80842 INVOICE # 185
Phone 303.555.0190

DELIVERY METHOD Shipped

Bill To: Ship To:
Jane Doe Jane Doe
456 Miller St. 456 Miller St. `
Denver, CO  80202 Denver, CO  80202

DESCRIPTION AMOUNT
15 lb. Bag of Total Animal Dog Food T $               25.00 
Ball - Dog Toy T $                 5.00 
2 lb. Dog Treats T $               15.00 
Dog Bones T $               25.00 

SUB TOTAL $               70.00 
TAX (8.81%) on $70 $6.17

TOTAL  $               76.17

If paid by March 7th take a 10% discount.  Invoice total will be $65.36

THANK YOU FOR YOUR BUSINESS!

www.denvergov.org/treasury

Presenter
Presentation Notes
Cash Discount A cash discount is a discount based on a future event – in this case, prompt payment of the invoice.  For example, if you pay within 20 days of the invoice date, you will receive a 10% discount.  This discount doesn’t reduce the taxable amount.Some companies will show two total amounts due – one with and one without the discount. If you do this, calculate the tax on the price before discount and include this amount of tax in both totals.



Trade Discount

Trade or 
quantity 

discounts do
reduce the 

taxable 
purchase 

price.

www.denvergov.org

Total Animal experience Company, Inc. INVOICE
1436 Bob St. DATE: February 15, 2021

Denver, CO  80842 INVOICE # 240
Phone 303.555.0190

DELIVERY METHOD Shipped

Bill To: Ship To:

Fido's Day Care
Same

759 Vine St.

Denver, CO  80202

DESCRIPTION AMOUNT
15 lb. Bag of Total Animal Dog Treats (50 bags) T $              250.00 
Trade discount (10%) for ordering over 10 bags T $               (25.00)

SUB TOTAL $              225.00 
TAX (8.81%) on $225 $19.82

TOTAL  $              244.82 

THANK YOU FOR YOUR BUSINESS!

www.denvergov.org/treasury

Presenter
Presentation Notes
Trade Discount is an exception to “without any discount from the price”A trade discount is an immediate discount which is applied before the invoice is paid.  For example,  you will sometimes receive a trade discount because of a large volume purchase.  The trade discount does reduce the purchase price paid for the taxable item.In this example, multiple bags of dog food were purchased and a trade discount was applied before the tax was determined.
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Sales Tax – Purchase Price part 4

Purchase Price
 The gross value of all materials, labor and services, 

inclusive of profit
o Manufacturing labor

 Transportation and delivery charges
o Freight
o Fuel surcharge
o Shipping and handling

 Without any discount from the price
 Any other expense whatsoever

www.denvergov.org
www.denvergov.org/treasury

Section 53-53(21) & 
53-103(23)

Presenter
Presentation Notes
Or any other expense whatsoever This is the “catch-all” phrase which basically makes any other charge taxable unless there is a specific exclusion. It includes such things as Rush charges.So that’s what is included in the Purchase Price. Now we’ll look at what is NOT included in the purchase price.
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Sales Tax – Purchase Price part 5

The consideration received for labor or services used in installing, 
applying, remodeling or repairing the property sold if the consideration 
for such services is separately stated from the consideration received 

for the tangible personal property in the retail sale.

Exempt Labor

Not included in the Purchase Price

www.denvergov.org
www.denvergov.org/treasury

Section 53-53(21) & 
53-103(23)

Presenter
Presentation Notes
The definition of purchase price excludes;InstallingApplyingRemodelingRepairing The labor must be separately stated in order to be non-taxable

http://images.google.com/imgres?imgurl=http://shallowthinker.com/wp-content/uploads/2008/01/muscle.jpg&imgrefurl=http://shallowthinker.com/2008/01/&usg=__Pf_p7nsx4wk1_6Iw3ieOhYvTrxY=&h=702&w=720&sz=20&hl=en&start=13&tbnid=0xOkeKw30KEK_M:&tbnh=137&tbnw=140&prev=/images?q=muscle&gbv=2&hl=en


Exempt Labor

The separately 
stated 

installation
labor is non-

taxable

www.denvergov.org

Total Animal experience Company, Inc. INVOICE
1436 Bob St. DATE: February 15, 2021

Denver, CO  80842 INVOICE # 240
Phone 303.555.0190

DELIVERY METHOD Shipped

Bill To: Ship To:
Fido's Day Care Same

759 Vine St.

Denver, CO  80202

DESCRIPTION AMOUNT
15 lb. Bag of Total Animal Dog Treats (50 bags) T $              250.00 
Installation $                75.00

SUB TOTAL $              325.00 
TAX (8.81%) on $250 $                22.03 

TOTAL  $              347.03 

THANK YOU FOR YOUR BUSINESS!

www.denvergov.org/treasury

Presenter
Presentation Notes
In this example, a dog house was purchased.  The customer also decided to have the dog house installed.  The installation labor is separately stated and non-taxable. 
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Sales Tax – Purchase Price part 6

 Interest
 Finance charges
 Must be separately stated on the invoice

Not Included in the Purchase Price

www.denvergov.org
www.denvergov.org/treasury

Section 53-53(21) & 
53-103(23)

Presenter
Presentation Notes
Finance or Late Fees The definition of purchase price also doesn’t include finance or late fee so long as they are separately stated.

http://images.google.com/imgres?imgurl=http://jwojdylo.files.wordpress.com/2008/09/interest_rates_12big.jpg&imgrefurl=http://jwojdylo.wordpress.com/tag/stock-market-mortgage-loans/&usg=__DNZyAVILeNjtn5rm6mikszMA-zA=&h=450&w=600&sz=170&hl=en&start=25&tbnid=4EBIxc2L8X-VcM:&tbnh=101&tbnw=135&prev=/images?q=interest&gbv=2&ndsp=20&hl=en&sa=N&start=20


Finance Charges

The separately 
stated finance 
charge is non-

taxable

www.denvergov.org

Total Animal experience Company, Inc. INVOICE
1436 Bob St. DATE: February 15, 2021

Denver, CO  80842 INVOICE # 240
Phone 303.555.0190   Fax 
303.555.0191 DELIVERY METHOD Shipped

Bill To: Ship To:

Fido's Day Care
Same

759 Vine St.

Denver, CO  80202

DESCRIPTION AMOUNT
15 lb. Bag of Total Animal Dog Treats (50 bags) T $              250.00 
Finance charge for late payment $                25.00

SUB TOTAL $              275.00 
TAX (8.81%) on $250 $                22.03

TOTAL  $              297.03 

THANK YOU FOR YOUR BUSINESS!

www.denvergov.org/treasury

Presenter
Presentation Notes
Invoice is overdue.A 10% finance fee has been charged.Separately stated and not taxable. 
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Sales Tax - jurisdiction

Delivery
If the item was delivered 
to the customer, the tax 

is due where the delivery 
took place.

Which jurisdiction’s sales tax should I charge?

Pick-Up
If the item was picked-up 
at the vendors location, 
the tax is due where the 

item was picked-up.

www.denvergov.org
www.denvergov.org/treasury

Presenter
Presentation Notes
Where is Tax Due?Sales tax is a transaction tax, the tax is due where title transfers.Delivery vs. Pick-upIf the company delivered the item, the tax would be due for the jurisdiction where the delivery occurred.If the customer picked-up the items, say, at a warehouse, then title transferred at the warehouse, and the tax would be due based upon the jurisdiction where the warehouse was located. 

http://images.google.com/imgres?imgurl=http://www.bravohomedelivery.com/bravotruck.gif&imgrefurl=http://www.bravohomedelivery.com/findus.html&usg=__ItFHQV8A7_DMeh8T6Eu-qSg5ipg=&h=248&w=452&sz=35&hl=en&start=26&tbnid=C85fU9NGcBr2wM:&tbnh=70&tbnw=127&prev=/images?q=customer+pick+up&gbv=2&ndsp=18&hl=en&sa=N&start=18


Customer Pick Up

These 
items were 
picked-up 

by the 
customer.  
Tax is due 

in the 
jurisdiction 
where the 
items were 
picked-up.   

www.denvergov.org

Total Animal experience Company, Inc. INVOICE
1436 Bob St. DATE: February 15, 2021
Denver, CO  80842 INVOICE # 102
Phone 303.555.0190   DELIVERY METHOD CPU

Bill To: Ship To:
Jane Doe
456 Miller St.
Denver, CO  80202

DESCRIPTION AMOUNT
15 lb. Bag of Total Animal Dog Food T $                 30.00 
Beagle T $               300.00 
2 lb. Dog Treats T $                 15.00 
Lab Tests on Beagle $                 50.00 

SUB TOTAL $               395.00 
TAX (8.81%) on $345 $                 30.39 

TOTAL  $               425.39

THANK YOU FOR YOUR BUSINESS!

www.denvergov.org/treasury

Presenter
Presentation Notes
In this example, the goods were picked-up in Denver.  Denver tax should be collected.  



Delivered to purchaser’s 
location

These items 
were delivered 

to the 
customer.  Tax 
is due in the 
jurisdiction 

where delivery 
will take place.   

www.denvergov.org

Total Animal experience Company, Inc. INVOICE
1436 Bob St. DATE: February 15, 2021
Denver, CO  80842 INVOICE # 185
Phone 303.555.0190   Fax 303.555.0191

DELIVERY METHOD Shipped

Bill To: Ship To:
Jane Doe Jane Doe
456 Miller St. 456 Miller St. `
Denver, CO  80202 Denver, CO  80202

DESCRIPTION AMOUNT
15 lb. Bag of Total Animal Dog Food T $                25.00 
Ball - Dog Toy T $                  5.00 
2 lb. Dog Treats T $                15.00 
Dog Bones T $                25.00 
Freight charge T $                  5.00 
Fuel surcharge T $                  5.00 

SUB TOTAL $                80.00 

TAX (8.81%) on $80 $                 7.05 
TOTAL  $                87.05 

THANK YOU FOR YOUR BUSINESS!

www.denvergov.org/treasury

Presenter
Presentation Notes
In this example, the items were delivered to the customer in Denver.  Denver tax is due.  
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Sales Tax – jurisdiction issues

If the item is delivered, it is extremely important to 
verify the correct jurisdiction in which the delivery will 

take place.
Sheridan Blvd and 26th Ave.

City of Wheat 
Ridge

Jefferson County

City of Edgewater
Jefferson County

City and 
County of 
Denver

www.denvergov.org
www.denvergov.org/treasury

Presenter
Presentation Notes
Boundaries – DeliveryIf your company does deliveries, you should pay particular attention to this slide. You can cross multiple jurisdictions by just crossing one intersection.  Jurisdiction boundaries are not the same as the zip code boundaries. A lot of zip codes are shared between two or more jurisdictions. If you rely on zip codes only, you could be charging tax for the wrong jurisdiction.
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Sales Tax – Hold Harmless

 Retailers making sales in Denver are authorized to use a State Department of 
Revenue certified electronic address database to determine the proper 
jurisdictions to which tax is owed. If the retailer relied upon the certified 
database at the time of the sale, and, as a result of an error in the database, 
did not charge and collect Denver tax on a sale delivered to Denver, the retailer 
shall be held harmless for any tax, penalties, and interest due on the specific 
transaction. 

 https://colorado.ttr.services

Hold Harmless  Address Database
(Tax Guide #94)

Tax Guide 94
www.denvergov.org

www.denvergov.org/treasury

https://colorado.ttr.services/
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Sales Tax – Motor Vehicles

Sales tax should be assessed based upon 
where the vehicle is principally operated and maintained.

Sales Tax on Business Vehicles

CRS 42-6-139

EXCEPTION!

www.denvergov.org
www.denvergov.org/treasury

Presenter
Presentation Notes
There is an exception to the general rule that tax is due where title transfers.  Vehicles should be taxed where they are principally operated and maintained, and not where title transfers.  If the tax isn’t paid at the time of purchase, the tax should be paid when the vehicle is registered.  

http://images.google.com/imgres?imgurl=http://img239.imageshack.us/img239/9682/carclipartci9.jpg&imgrefurl=http://clipart-for-free.blogspot.com/2008/08/free-automobile-clipart.html&usg=__nnPmGjh25vd3cCavwLaNgubFyAE=&h=500&w=500&sz=42&hl=en&start=3&tbnid=STjYNYR-X2lLGM:&tbnh=130&tbnw=130&prev=/images?q=cartoon+automobile&gbv=2&hl=en&sa=X
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Sales Tax – Exemptions

Exemptions

Resale
• Sales Tax Certificate
• Verify Line of Business

Non-Taxable
Taxable

Government
• Proof of Direct Payment

Sale
Exempt

www.denvergov.org

Charitable Organizations
• Proof of Direct Payment
• 501(C)3 Letter from the 

IRS

Hospitals
• Non-Profit Only
• Proof of Direct

Payment

www.denvergov.org/treasury
Section 53-55 & 53-105

Presenter
Presentation Notes
We’ve learned how to determine which charges on an invoice are taxable and which are non-taxable.In addition, the characteristics of your customer can determine whether a sale to them is taxable or not.We’ll look at a flow chart.The general rule is that all customers are taxable.However, they can be non-taxable for one of 2 reasons:The customer is going to resell what they are buying from you. If the sale is a resale sale, you must maintain a copy of a current sales tax certificate. In addition, your customer’s line of business needs to be verified.  If a pet store is trying to purchase office supplies for resale, their exemption should be denied and tax should be charged. If the customer is a wholesaler, they will not have a resale license.  At this point, you must confirm that they are truly a wholesaler and verify their line of business. ORThey qualify for an exemption. It is extremely important to not only verify that the organization meets an exemption, but that you have the required documentation to support this.  Let’s go through these exemptions in detail.GovernmentGovernment - This includes United States government, to the state, its departments and institutions, and the political subdivisions thereof only when purchased in their governmental capacities.Charitable – This includes 501c3 organizations who have been issued a Letter of Exemption from the IRSFor any given transaction to be exempt the sale must be made directly to the charitable organization or government, not through a third partySo you must maintain proof of direct payment by the payer.If an individual pays for the purchase with a personal check or personal credit card, the transaction is not exempt and you must charge tax. Let’s take a closer look at the Proof of Payment requirements.
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Sales Tax – Proof of Exemption

Check
-Affidavit of Exempt 

Sale
- copy of check

Proof of Direct Payment – suggestion to use 
Affidavit of Exempt Sale at time of transaction

Credit Card

Cash
- Affidavit of Exempt Sale
- copy of purchase order

• Affidavit of Exempt Sale
• Do not copy credit card

www.denvergov.org
www.denvergov.org/treasury

Section 53-55 & 53-105

Presenter
Presentation Notes
The DRMC calls for proof of direct payment.- 	Our suggestion is to use the Standard Affidavit of Exempt Sale.  This form is accepted in many home-rule jurisdictions and the State of Colorado.  The back of each form may have particulars about each locality; however it is a great way to document the exemption at the time of transaction for all types of purchases.You can accept cash for an exempt sale but you must obtain, and retain, a copy of a purchase order from the exempt organization.If payment is made by a check from the exempt organization, you should keep a copy of the check.  If payment is made by credit card, you must have the exempt organization fill out the affidavit. Do not make a copy of the credit card. If you maintain complete credit card numbers in your accounting records, you need to be aware of the strict laws about maintaining confidentiality. There are affidavit forms available on our web-site.

http://images.google.com/imgres?imgurl=http://www.businesspundit.com/wp-content/uploads/2009/02/credit-card.jpg&imgrefurl=http://www.businesspundit.com/5-ways-to-boost-your-credit-score/&usg=__kq6N5LghTB--GkvPBJhqXStJL5Y=&h=380&w=425&sz=105&hl=en&start=19&um=1&tbnid=FpVGC9fV3BRaXM:&tbnh=113&tbnw=126&prev=/images?q=picture+of+credit+cards&hl=en&um=1
http://images.google.com/imgres?imgurl=http://www.rental-data.com/images/ist2_3295050_coins_and_cash.jpg&imgrefurl=http://www.rental-data.com/p/Landlord.htm&usg=__r_Z5fEnpnyr7iOPPe3IXOmXyzII=&h=253&w=380&sz=54&hl=en&start=2&um=1&tbnid=ISSfALYHKR4gPM:&tbnh=82&tbnw=123&prev=/images?q=coins+and+cash&hl=en&um=1
http://images.google.com/imgres?imgurl=http://www.moabcity.org/photos/features/check_book.jpg&imgrefurl=http://www.moabcity.org/government/departments.cfm?mode=summary&id=1149439429812&usg=__DwAj9H5nc7Fgt5UgsZ-r9HVmjQs=&h=368&w=720&sz=137&hl=en&start=3&um=1&tbnid=7LqNgO82k0YcSM:&tbnh=72&tbnw=140&prev=/images?q=check+book&hl=en&um=1
http://images.google.com/imgres?imgurl=http://content.etilize.com/225/11971155.jpg&imgrefurl=http://www.iteminfo.com/SearchResults.aspx?sku=TOP46140&prodID=11971155&usg=__XvPpf3XGXpP1Es2ykX1Ij9A_yuE=&h=225&w=225&sz=29&hl=en&start=23&um=1&tbnid=hcu819VIk3h-LM:&tbnh=108&tbnw=108&prev=/images?q=purchase+order+book&ndsp=20&hl=en&sa=N&start=20&um=1


THIS CONCLUDES OUR PRESENTATION ON 
SALES/RETAILER’S USE TAX

CONTINUE YOUR DENVER TAX EDUCATION BY 
VIEWING OUR OTHER TAX TUTORIALS

Conclusion

www.denvergov.org
www.denvergov.org/treasury

Presenter
Presentation Notes
Thank you all for viewing our sales tax part one of two.  Please continue your Denver tax education by viewing sales/retailer’s use tax part two of two video.
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