
OKLAHOmA' TAx COMMISSION
TAX POLICY AND RESEARCH DIVISION PHONE ( 405) 521- 3133
TONY MASTIN, DIRECTOR FACSIMILE ( 405) 522.0063

September 19, 2000

Re: Our file Number LR -00 -162; Sales tax on core charges for tools. 

Dear

This is in response to your inquiry concerning the sales taxability of core charges
or deposits on tools for both manufacturers and non - manufacturers. I have scanned in
your scenario and questions below. Our responses follow each question: 

Scenario: A customer purchases a tool attachment ( e. g., rasp) to use in the
process of repairing or retreading a tire, in a manufacturing operation, or in a
non - manufacturing operation. The customer is charged $ 5. 00 plus any applicable
tax for the rasp and an additional $ 1. 00 as a deposit to be refunded when the

customer returns the worn rasp back to the supplier. The supplier returns the
worn rasp to the manufacturer to be regrit and returned for resale. 

Question 1: Should the customer be charged tax on the $ 1. 00 deposit? 

Response. If the sale is a taxable sale, the tax is due on the entire gross
proceeds of the sale which includes the deposit or core charge. If the sale is to
a manufacturer who is using the tool in the manufacturing process, the sale is
exempt and the core charge or deposit is likewise exempt. 

Question 2: If tax is charged on the $ 1. 00 deposit, when the customer

returns the worn rasp to the supplier, should the customer receive $ 1. 00 plus the

tax or should the customer receive only the $ 1. 00? 

Response: If tax is charged on the $1. 00 deposit, and the customer
returns the worn rasp to the supplier, the customer is not to be refunded the
sales tax on the $1. 00 deposit or core charge. It was taxable when charged and

the fact it may be refunded does not make the original charge non - taxable. 
These responses are based on Oklahoma Tax Commission Rules 710: 65 -1 -9
and 710: 65- 19- 72. Copies of these rules are enclosed. 

This response applies only to the circumstances set out in your request of August
8, 2000. Pursuant to Commission Rule 710: 1- 3- 73( e), this Letter Ruling may be
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generally relied upon only by the entity to whom it is issued, assuming that all pertinent
facts have been accurately and completely stated, and that there has been no change in
applicable law. 

If I can be of further assistance, please feel free to contact me. 

Sincerely, 
OKLAHOMA TAX COMMISSION

Michael G. Pillow

Tax Policy Analyst


