OKLAHOMA TAX COMMISSION

TAX POLICY AND RESEARCH DivISION PHONE (405) 521-3133
TONY MASTIN, DIRECTOR ' FACSIMILE (405) 522-0063

January 4,2001

Re:  Our File Number LR — 00- 240; Taxability of free samples of manufactured
products

Dear1]

Please be advised that when a manufacturer makes a withdrawal from its inventory of
items that are distributed as free samples, it is required to accrue sales tax on the sales value of
the items withdrawn. Sales value is defined in Oklahoma Tax Commission Rule 710:65-1-2
which provides in part (A):

(A) In the case of a manufacturer, the sum of the manufacturer's cost of raw
materials and the proportionate share of both the cost of machinery and equipment used and
the cost of items consumed in the direct process of the manufacturing of the product, all of
which were purchased exempt from sales tax for use in the process of manufacturing
please insert part a of the above rule here.

Please find enclosed a copy of the above rule in its entirety. If I can be of further
assistance, please feel free to contact me.

This response applies only to the circumstances set out in your request of November 14,
2000. Pursuant to Commission Rule 710:1-3-73(e), this Letter Ruling may be 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. IfI can be
of further assistance, please feel free to contact me.

Sincerely,
Brenda J. Sullivan
Tax Policy Analyst
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